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PREFACE. 



For about thirty years the writer has devoted a portion of his 
teaching practice to the cultivation of School Book-keeping. One 
of the results has been a conviction that the subject is worthy, on 
its merits, of some place in the currlctilnrn of a secondary school. 
Keedless to say, in these days time is not easy to lind for it. But 
an important reason for speaking on its behalf herein is the fact 
that it has been found to have a beneficial reflex action uprjn other 
school studies. 

It is a most useful auxilian^ in ti^ining pupils to do work in a 
neat and oi^erly manner. It develops the po\^'er of sustained atten- 
tion to the matter in liand. When taug-ht with proper consideration 
as a science^ and mit a mere art^, it will even furnish effective practice 
towards the attainment of skill in the solving of problems. 

For school purposes it is the scienca of the subject that is liable 
to fail, Practie^il acquaintance with it, acquired in the office in a 
casual way, just as suits the convenience of others, is perhaps the 
c^use of theory having to go \^'ithout its due appreciation. It has to 
fit in, w hether it will or no, with traditional haphazard exposition, 
A terse and plaii&<ible ** rule of thumb " saves precious time and 
answers well enough under the usual pressure. But the modern 
schoolmaster does not take kindly to such conditions ; and, indeed, 
he would not be so excusable if be did. He knoM s that, for him, it 
is short-sighted policy to sacriiice the future to the present, and he 
atrives for consistency throughout hig range. 

In this, as in other subjects, the theorist would, howe\'er, be irery 
ill advised who neglected his opportunitii^s of comparing notes \^ith 
the practical man; and in this respect the writer hay reasons to 
regard the latter with gratitude. On the other hand, it ia hftnUy 
too ranch to say that the obligation, is mutual ; for the subject is by 
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VI PBEFACE. 

no means, as some appear to assume, of slight texture, thin in sub- 
stance, and such as may be disposed of off-hand. When thus treated, 
with the aid of a selection of arbitrary rules, it is unreliable without 
long practice, and is shorn of pretty well all its intellectual value. 
Yet, as a school* subject, it need not be extravagantly complicated 
and prolonged, but may be made to serve within moderate compass, 
better perhaps than any other, as an example of the symmetry and 
beauty of a perfect theory. . 

When the writer ventured, on an occasion some years ago, to 
express, to a chartered accountant of experience and success, his 
disappointment with the theory of Book-keeping usually presented, 
he was met by the consoling remarks : " There is no good work on 
Book-keeping ; one cannot be made ; the subject does not admit of 
it." This statement was made in all kindness to save trouble to a 
friend. It had just the opposite effect. It helped in bringing 
about the present work, which, it is freely admitted, has given much 
trouble — intermingled, however, with occasional surprises of pleasure. 
The statement did afford consolation of a kind — namely, that, although 
an effort to do something useful by means of a new book might be 
hopeless, yet it was not likely to do any harm. But the mention of 
it here is not for the purpose of admitting hopelessness in the 
matter, but to add the weight of a practitioner's opinion to the 
writer's view that the theory of the subject is not yet beyond 
criticism. 

The criticism herein offered virtually forms a considerable part of 
the book, and can only be appreciated at its true value, or want of it, 
by those who read through. But it may be briefly mentioned here 
that, as regards theory, trial is given to an innovation upon a 
familiar superstition which pervades the general treatment of the 
accounts that are subsidiary to "Profit and Loss." Therein 
numerous and often important items are classed as " Losses." This 
is sometimes apologized for, and might be passed over ; but, as usual, 
one false step leads to a series of others which quite vitiate a large 
part of the subject. Here only one example will be given. 

An abrupt transition from a fundamental and intelligible rule of 
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the subject is made to an arbitrary one, familiar under the form 
" Debit Losses, &c/' This transition will be shown to be needless 
and based upon a fallacy. The reason assigned for it, when one is 
attempted, is by the method of "begging the question,'* simply 
because, no doubt, " one cannot be made/' 

The fallacy referred tc(^ consists in the tacit assumption that entries 
in all Accounts except Goods represent absolute money; whereas 
the fact is that vxyrk and various services equally need representation 
and get it, although but indirectly, in " Wages " and other Accounts. 
Professor Tait once remarked the fact that engineers long ago 
advanced far enough to recognize the operation of buying and 
selling mechanical "power"; but in Book-keeping one is still 
expected to be satisfied with the somewhat puerile device of 
describing all expenditure on work and services, which also con- 
stitute power, as loss, merely because they are not material. Profits 
are the product of the operation upon materials of work and skill, 
and are not a combination of materials and losses of money. 

The general position assumed by the writer is that the ordinary 
view of this branch of the subject is not only wanting in breadth, 
but is taken altogether from the wrong standpoint. Indications are 
not wanting that others are dissatisfied with the present way of 
looking at it, but none chooses to move distinctly out of that way. 
In the present work it is shown how this may be done with ease and 
advantage. At the same time, the treatment is such that special 
phrases due to ordinary methods will not appear mysterious to the 
learner wherever they may come before him. 

Some observations are required in respect to the order of the 
various stages of the work. 

Eor the principles the student is early introduced to the Journal, 
which may now be compared to the drill which is imposed upon 
recruits. It is usual to begin with work upon isolated Ledger 
Accounts. The intention is good, but it is still a question whether 
it is best carried out in that way. The distinction of Dr. and Cr. 
on the two sides of an account is but a small part of the matter ; 
which, as a French writer remarks, if required by any one, can be 
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VIU PREFACE. 

seen by a cursory glance at the Accounts of any Ledger in the 
subsequent pages. The correlative principle of Dr. and Cr. of a 
transaction is quite another affair, and the main one. It is inde- 
pendent and not first taught by the Ledger easily. Indeed, the 
common practice may be said to show this by the fact that the 
writers themselves mostly seem to lose sight of their object, and drift 
into confusing registrations of trifles only suitable as narration in a 
Journal ; and the Accounts presented are merely a sort of double 
invoice imperfectly stated. 

This order of treatment seems traceable to De Morgan, who, in 
one place, states that " the only book which need be explained is the 
Ledger.*' He loved a paradox like this for the sake of its emphasis. 
To take it literally would be less reasonable than to respond by the 
use of another, that in learning Book-keeping one is learning the 
Ledger all the time. De Morgan was not led away by his own mode 
of speaking ; for he states in another place that " books which help 
the Ledger should be explained where they are useful." He after- 
wards shows the way to the Ledger at considerable length in a 
manner substantially equivalent to Journal practice. Later on, he 
states that there are only two accounts in the Ledger — the Profit 
and Loss and the Balance. In this paradox there is more literal 
truth than in the one before mentioned ; but no one proposes either 
to keep or to explain the Ledger in strict accordance therewith. 

The writer has experimented in both procedures, and concludes 
that the Journal isolates best the principle to be first impressed as 
being fundamental to the whole subject. Posting afterwards follows 
most easily. 

A second feature characteristic of the book is the prominence given 
throughout to the "receiver" and "deliverer" in preference to 
" account debited " and " account credited." The student is left to 
draw the correct inference himself, and thus his reasoning faculty is 
kept employed, and not his memory alone. At the same time 
readiness in the proper application of the correlative principle is 
effectively cultivated. 

The variety of the subject-matter of the work arises from the fact 
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that it is intended for students who wish to see their way clearly all 
through. The practice thus gained is not more than proper training 
requires; and its variety gives that facility in judging methods 
demanded by different cases and circumstances which renders the 
student independent of special " tags " and " tips/' A careful gradua- 
tion is observed, showing incidentally the evolution of one sityle 
from another, At the same time, nothing hinders the student from 
giving due prominence to his work in i^pt^cii*! sections. Many 
exercixiei* given can be used almost anywhere else in the book. 

It would be interesting^ hut is forbidden by want of space, to 
discuss the advant^iges or otherwise of the change from J3alance 
Account to Balance Sheet, inducing anomalous treatment to balances 
''on band/' which characterizes modern English ni<^thods. It will 
only be noted here that the latter still uses phrases which can only 
be correctly explained by reference to tbe Cyclic Method. 

For the rest the following rttmarks from the report of a paper read 
in Manchester by an Accounljint (Mr. J. Mather) must suiricei — 
'*The foreign ay stem was founded on the Italian theory. It was 
true that in some pf>ints it sacrificed the practical 1 to the theoretical. 
Just as in England we sacrificed the theoretical to tha practical. The 
arrangement of the two sides in a balance !*Vieet (abroad) appeared so 
ob^^iously correct that he had a strong suspici^m that when the 
stere*ityped form of baJance sheet in the Companies Act was drafted 
it was more by accident than design that the Assets wore placed on 
the right. To change now \^'ouId cause a little inconvenience, until 
the Ji%v! mode was officially recognij^ed ; therefore we stick to tbe old 
groove without reference to its correctness or otherwise/' 

In revising proof-sheets and solutions the writer has to acknow- 
ledge much valuable assistance rendered by Mr, A. A. Walmsley, of 
tbe Bo<jk'lieeping Department at the Head Office of the Eoyal 
Insurance Co. He wiU be grateful for inforuiation from any source 
as to oversights sncb as are always possible in any first Impresijion 
of a book of this character. J* W", 

Sfipteinb^f 1905, 
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GENEEAL PEINCIPLES. 



CHAPTER I. 



THE INITIAL BECOEDS OF BUSINESS. 

1. Each ordinary operation in trade when complete consists of at 

least two transactions. These are the delivery 

double Nature of of a quantity of merchandise by one of two 

^hjoperat n n £j^g^ ^^^ ^^^ delivery in return of some form 

of payment by the other. 
By the word "firm" or by "house of business" we usually 
denote two or more persons in partnership, or a " company " (of 
partners), carrying on trade, or even single individuals whose busi- 
ness is not inconsiderable in amount. A further variety of significa- 
tion will be discussed in a later chapter. 

2. If the payment be in cash and be simultaneous with the 

delivery of the goods purchased, the whole 

Mode* of Trading as operation f orms an example of cash or ready- 

Payment, "** money trading. If the two transactions do 

not occur together, or if the payment be not in 
some form of ready money, the operation is then an example of 
trust or credit trading. 

3. Trading on any extensive scale ordinarily involves the allow- 

ance of credit. Hence all the transactions which 

The Ordinary Trans- we shall mention hereafter are to be considered 

helping, ' &s belonging to that kind, unless it is otherwise 

expressly stated. We shall, however, deal at 

times with ready-money operations in a special way, which will be 

duly explained ; but they will be considered exceptional. 

B Digitized by V^OOQIC 



Business 
tieeions. 



Trans- 



2 BOOK-KEEPING. 

4. Generally speaking, a large house of business has many trans- 
actions daily, and prefers to have them recorded 

naiiy Beeords of in more books than one as they occur, each 
book dealing with one class of transaction. 
As a rule, these books involve no princi{de 

special to Book-keeping, nor anything more difficult than ordinary 

Arithmetic and accurate copying, and in due time we can readily 

illustrate their use. 

At present it will suit us better to assume that we have access to 
business diaries of various firms, which state, in a simple and direct 
manner, the ordinary business events of these firms as they occur. 

The name Waste Book is often given to a business diary in which 
a firm is assumed to keep the first record of all its operations in the 
order of their occurrence. The compilation of such a book, for our 
purpose, will receive illustration in the next article, and also later. 



5. Statements in a firm's books like those which follow are called 

^ "entries," and are said to be "entered" in 

-"TSm /^B««i^ these books. For the sake of obtaining variety 

B^T^ *** ir«#fe of items for future use, let us suppose that we 

select them first from the diary of some firm 

carrying on miscellaneous trade, as, for example, that of " General 

Stores. Assume the selection to be as follows : — 



1899. 
July 10 
11 
12 

lo 
16 
17 
19 
20 

21 



23 



24 



25 



Bought of B. Watts, Cheese, 72 lbs. @ 7Jd. ' 2 

Sold H. Vest, Cheese, 60 lbs. @ 8d. 1 

Bought of K. Todd, Qoth, 1 piece 60 yds. @ 28. 9d. 8 

,, ,, Q. Budd, Sugar, 7 cwts. @ 198. i G 

Paid B. Watts, Cash ! 2 

Sold V. Orr, Cloth, 100 yds. @ 3s. 4d. IG 

Received from H. Vost, Cheque 1 

Sold H. Vost, Sugar, 16 cwt. @ 21s. 6d. IG 

Bought of B. Watts, Butter, 12 boxes @ 678. 6d. 34 

Sold H. Vost, Sugar, 18 cwts. @ 31s. „ 27 

Paid Q. Rudd, by Cheque r 5 

Sold V. Orr, Cloth, 4 pieces, each 55 yds., @ 2s. Id. 22 

Bought of B. Watts, Cheese, 12 cwts. @ 60s. 36 

,, „ „ Butter, 150 lbs. @ Is. Ojd. 7 

Received of H. Vost, by Cheque 15 
Bot. of K. Todd, Cloth, 3 pieces, each 70 yds., @ Is. 1 Id. 20 

Received of V. Orr, Cash 30 

Paid K. Todd, Cheque ' 17 

Sold H. Vost, Butter, 12 firkins @ STs. 6d. ' 22 

Received of H. Vost, Cash l| 27 



d. 



6 

13 

5 
13 ! 

5 i 
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ASSIGNMENT OF TRA-NSACTIOKS TO VABIOUS ACCOUNTS. 3 

Note 1.— The specimeus of untiiea just {^ivcn contain statemeots of quiUitities 
and prices as well as amounts. These will be omitted hereafter, as, although 
appropriate in business practice, and calling for ample treatment in arithmetical 
class work, they are outside our present province. They offer no difficulty to 
learners who are qualified to study Book-keeping. 

Note 2, — As our entries refer to credit transactions (Art. 3), the words 
** bought of*' simplyindicate ordered and received from, and the word **sold" 
delivered to order. When parents occur, they are mentioned separately. 

%* Here practise answering fluently the questions in Revision Paper I., 
at the end. 



CHAPTER II. 



THE ASSIGNMENT OF EECEIPTS AND DELIVERIES 
TO VAEIOUS ACCOUNTS. 

6. Each transaction recorded has a business connection with one 

or more others belonging to the same operation 

Independence of (Art. 1). Compare the two entries in Art. 5 

\n^the ^ooks!'* **** for July 10 and July 15. It is reasonable to 

assume they have a business connection with 
one another. But the book-keeper will usually deal with such trans- 
actions in subsequent books as if they were perfectly independent of 
each other. 

7. A transaction in Book-keeping is assumed to consist of the 

passage of something from a delwere^* to a re- 

noubie Aspect of ceiver. This will sometimes be imaginary ; but 

each Tranaaction. that does not afPect the present question. 

Hence the same transaction is to one party a 
delivery, to the other a receipt ; and thus it may be said to have two 
opposite aspects or phases in reference to the deliverer and receiver 
respectively. These phases, generally speaking, will be in connection 
with each other ; and yet each one will have its own independent 
mention as well. 
An exercise here will both illustrate this statement and be useful otherwise. ■ 

8. Exercise i. — Express each transaction of the Waste Book in Art. 5 (a) 
as a receipt, and {b) as a delivery, mentioning two firms, but omitting figures. 
Answer throughout as shown here for two dates. 

Jidy 10, (a) Receipt by our firm from B. "Watts. 
{b) Delivery by B. Watts to our firm. 
„ 11. {a) Receipt by H. Vost from our firm. 
(b) Delivery by our firm to H. Vost. 
Here note that, in each case, {a) and (b) simply describe the same transaction 
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4 BOOK-KEEPING. 

from opposite points of view, and that from (a) we may at once infer (b), and 

vice versa. 
In working the exercise notice that our firm is mentioned in every entry* 
This exercise is not to be taken as actual procedure in Book-keeping ; but, 

like others later, is simply intended to help us on our way thereto. 

9. By perusal of his working of Exercise i. the student should 

notice how the receipts and deliveries fall into 

Led er AeeountM ®®*'^' ®^^^ *® those of B. Watts, of H. Vost, and 
ger eeoun #. ^^ ^^^^ ^^ ^^^ Other firms dealt with. 

Thus B. Watts's set contains a receipt on July 15 
and deliveries on July 10, 20, 21, 23. 

The set belonging to our firm is so numerous that it would be con- 
venient to replace it by several ; namely, one in which cash passes, 
one for cheques, for cheese, cloth, and so on. 

It is the main object of Book-keeping to sort out from a Waste 
Book, or equivalents of it, such sets of receipts and deliveries, and to 
place a statement of each in a book called the Ledger, giving receipts 
and deliveries separately. Such a statement is then called a Ledger 
Account. Thus there will be an account for each firm we deal with, 
for cash, for cheese, cloth, &c., which will be respectively named 
B. Watts's Account, H. Yost's Account, &c.. Cash Account, Cheese 
Account, Cloth Account, and so on. 

As an abbreviation for •* Account " we may write A/c. 
Here the learner should glance over pages 62, 63, &c. ; observe the series of 
a/cs and their headings, without expecting to understand the details at present. 

10. A skilled book-keeper is quite able to make out these a/cs 

direct from a Waste Book, or any equivalents 
Two stages —from, of One. In the casc of a learner, however, it is 
Ledg%r, ^^ ^ best to f ollow a plan by which the Waste Book 
entries each undergo a certain change or mani- 
pulation before a/cs are constructed ; and this is the course adopted 
in Part I. of this treatise. 

By this plan transferences from Waste Book to Ledger take place 
in two stages. In the first we perform the thinking part of the 
work upon each initial record in turn, and then re-state it in such a 
way as to show exactly what must be done with it in the Ledger. 
The entries thus treated are placed in order of date in a book called 
the Journal, 

When this has been done, the next and final stage is merely 
mechanical routine. It requires, like everything else in Book-keeping, 
care and neatness, but, otherwise, is so simple and easy that we maj 
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ASSIGNMENT OF TBANSA0TION8 TO TABIOU8 AOOOTTlffTS. 5 

now leave its further consideration until we can construct a Journal 
accurately for all transactions of an ordinary character. 

11. In order to promote brevity in the Journal stajge, we speak 

therein about the Ledger A/cs as if each were a 

Aeeounts eonaidered caretaker or agent in charge of certain receipts 

CM Agents, and deliveries, which it not only registers, but 

takes in or sends out. Thus we shall suppose 
that all B. Watts's receipts and deliveries are given into the charge 
of B. Watts's A/c, H. Vosf s to H. Vost's A/c, those of Cash to 
Cash A/c, and so on. Later on a similar policy will be adopted for 
all the remaining classes of a/cs. 

Following this course, when the firm receives money in coin or 
bank-notes we shall consider Cash A/c as the receiver of the amount ; 
and when the firm pays money we shall treat Cash A/c as the 
deliverefr of it. In this way we shall also speak of any commodities 
we deal in — for instance, Wines, Woollens, Cheese, &c. 

As an incidental result, the head or heads of our firm will be displaced by 
these imaginary agents, and the name of the firm itself will rarely appear, if at 
all, in its own books. 

When we deliver a cheque, the real payment is by our Bank on our behalf, 
and we therefore adopt a Bank A/c, and treat it as the direct deliverer of the 
cheque payment. 

For a cheque coming in, the case is not quite similar, as its reaching the 
Bank depends upon us; but in general we shall assume it to be passed on 
at once to Bank, and treat Bank A/c as direct receiver. 

12. Book-keeping by double entry is so called because, for every 

transaction dealt with, it makes an entry in one 
Double Entry, a/c on behalf of a receiver, and in another a/c 

vse of a Jourtiai, on behalf of a deliverer. 

It follows, of course, that in every transaction 
to be recorded we must be clear both as to what a/c receives and 
what a/c delivers. At first sight it would appear that this must 
always be an easy matter ; but such ia not the case ; it frequently is 
so, but yet in this respect our transactions are constantly providing 
little problems to be solved of various degrees of difficulty. To 
dispose of all these as they occur is precisely the function assigned to 
the Journal. 

iVb^^.— As a matter of theory it is important to observe that Double Entry is 
really double, in so far as it provides two entries of opposite nature for each 
transaction. The name is rather apt to produce the unfortunate idea that the 
two entries are identical and therefore amount to mere repetition, whereas each 
has its own separate use and form. 

%♦ Practise Revision Paper II., at the end. 
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CHAPTER III. 



THE JOUENAL. JOUENALIZINQ FOE EEAL AND 
PEESONAL ACCOUNTS WITHOUT GEOUPING. 

13. The Journal^ as we shall employ it for some time, is a book 

in which we indicate, for each transaction of 

a firm, which accounts are to be taken as 

fine . receiver and deliverer respectively. In this 

way the Journal prepares and smooths the way 

for the next book, called the Ledgefi\ Making its successive entries 

is called Journalizing, 

14. In Ledger a/cs the receiver in every transaction is described 

as "Debtor to" the deliverer, even in caJses 
nebtor and when he is only receiving what is due to him 

Creditor. or only a part of it. In this latter case, as a 

matter of fact apart from Book-keeping, he is 
still creditor. But, as noted in Art. 6, the book-keeper finds ad- 
vantage in treating each transaction as independent, or as if it stood 
alone, and his meaning is that, so far ae that transaction is concetmed, 
the i*eceiver is debtor to the deliverer. The result is that in 
Book-keeping " Debtor to " is simply equivalent to Receiver from. 

Again, a deliverer is described as "Creditor by" the receiver. 
Primarily " creditor " means entruster (Lat. credo^ " I entrust "), which 
would describe the literal position of a creditor ; and " creditor by " 
might then be taken as implying entruster^ so fa/r as the present 
transaction is concerned, as shown by the a/c whose title follows. But 
it will be sufficient for us to treat " creditor by " as equivalent to 
deliverer to. 
For "Debtor" we may write Dr., and for ** Creditor" Cr. 
Again survey briefly the Ledger, page 62, &c., looking for those details only 
which have just been mentioned. 

15. Now, an account is assumed to act for each personal receiver 

or deliverer with whom we deal, and therefore 

Personal and to be Dr. or Cr. on his behalf. Such an a/c is 

Heal Aeeounts. called a personal a/c. There are various a/cs 

which are assumed to act in the same way on 

behalf of the firm. Of these, such as receive or deliver different 
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kinds of money or goods are sometimes called real &/gs (Lat. res, *' a 
thing"). Do not mentally contrast real as thus used with *' false" 
or "fictitious." 

16. Treating, as before explained, the two accounts concerned in a 

given transaction as agents, it will be con- 
Noting in Zedger the venient hereafter to express the two aspects of 
^^H^^!^/^ ** the transaction by saying: — 

1. The receiving account is '^ Dr, to^' the 
delivering a>ccou7ttfor the value trarhsferred, 

2. The delivering account is " Cr, hy'^ the receiving account for 
the value tra/nsferred. 

Here take the transaction of Jan. 13, on page 58, and trace its occurrence in 
the Tea A/c, page 65, and Rassam & Ck).'s A/c, page 64. Account for its 
occurrence in each case. 

17. The following practice on the foregoing rules will constitute an intro- 
ductory approximation to Journalizing. 

£xample. — ^Express both aspects of the first transaction given in Art. 5, 
assuming that a separate account is assigned to each kind of merchandise. 
This may be done as follows : — 

July 10. Cheese A/c Dr. to B. Watts's A/c £2 6 

„ „ B. Watte's A/c Cr. by Cheese A/c £2 5 

Exercise if. — Give two entries similar to the above for each of the other 
transactions of Art. 5. 

In illustrative exercises in Book-keeping a single general account) styled 
** Goods A/c,'' frequently replaces all those of the different kinds of goods. For 
this reason it will be well to go over the previous exercise a second time with this 
modification introduced. 

Exercise iif. — For each transaction of Art. 5 give entries as before, but 
assigDiDg all classes of goods to one ** Goods A/c.'' 

Note, — Here ** Cheese A/c," " Cloth A/c,** &c., will each and all be replaced 
by ** Goods A/c." In other respects the entries will be as before^ 

18. The performance of the foregoing exercises must render it 

quite clear that the second of each pair of 

Journalizing and entries is always the strict converse of the 

MuieT wenfa ^^^^ ^^^ ^^ always be obtained by reading 

the first hackwards, and, while doing so, chang- 
ing " Dr. to '' into " Cr. by." The student should impress this point 
on his mind by oral practice with his solution of Exercise ii. In 
actual Journalizing we take advantage of it to make one statement 
answer for two, which will account for the form of the following 
definition, which states its function explicitly. 
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Def, — JournaliEing provides consecutive statements showing for 
the two accounts involved in each transaction which of them is 
" Dr. to ^ the other ; and also, hy inference^ but without actual state- 
ment, which of them is " Or. by'* the other. 

We are now in a position to state what we shall regard as the 
fundamental rule (or formula) of Journalizing : namely, 

The Receiving afc is Dr» to the Delivering afc. 

Every Journal entry must be made in conformity with this rule, 
and its apparent simplicity must not induce the learner to under- 
value it. 

Our difficulties, except those of mere form, now reduce to 
such as we shall meet with from time to time in deciding the 
questions: "Which is the Eeceiving a/c? Which is the Delivering 
a/c?" As we have before intimated, we shall in some cases find 
that the replies to these questions will require more consideration 
than one might expect. 

19. As regards the number of words used in the entries made, we aim at 

being concise. For example, instead of saying 
StyUofJoumalixing ** Cloth A/c," we write " Cloth " simply; instead of 

Entries. Debits " Oash A/c," we say ** Cash" ; and so on. 

and Credits, The positions and arrangements of the words used in 

the entoies are matters of importance, and are, of course, 
best learnt by careful observation of the examples given (Art. 20, &c.). More 
especially the positions in which " Dr." occurs, and also the word **To," the 
two lines used for each entry, and the two money columns must all be noted by the 
learner. In addition he must observe that the money entered in the first column 
is on the same line with the receiving a/c, which is the one first mentioned, and 
the other amount is in the same line with the delivering a/c. 

The word * * Debits " at the head of the one column intimates that each amount 
beneath it will fall subsequently among the receipts of some Ledger a/c. The 
act of making the entrv &ere will be called *< debiting " that a/c. The word 
** Credits" intimates tnat afterwards each amount beneath will fall amon^ the 
deliveries of some Ledger a/c. Entering it there will be called ** crediting" 
that a/c with it. 

20. We proceed now to a specimen of strict journalizing, conforming to the 
definition which has been given and performed under me guidance of the 
fundamental rule. 

Exercise iv. — Journalize the transactions recorded in Art. 5. 

To make the process quite clear, the work is performed for the student up to 
the date July 19. He himself should test each entry thus given as an applica- 
tion of the fundamental rule, and then write up the tame entries direct from 
Art. 6. When he can do so correctly, he should ctmtinue them to the end. 
If Exercises ii. and iii. have been worked, this one should involve chiefly 
careful attention to the injunctions of Art. 19. One or two routine details 
are not included in our practice here, as they are easily acquired when they 
become of any real use. 
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JOURNAL. 



Cheese 



H. Vost 



Cloth 



Sugar 



— July 10 — 
To B. Watts 

11 



Dr. 



Dr. 



To Cheese 
12 — 



Debits. 



To K. Todd 
12 



Dr. ; 8 



B. Watts 



To Q. Rudd 
15 



Dr. ' 6 



V. Orr 



Bank 



H. Vost 



To Cash 
— 16 
To aoth 

17 

To H. Vost 

19 



Dr. , 2 



Dr. 



Dr. 



To Sugar 



Dr. 



16 



13 



13 



1 I 13 



16 



Credits. 



16 



16 



13 



13 



13 



13 







21. It will be observed that so far the amounts in the " Credits" 
column of the Journal are mere repetitions of 

'^^^ouT^^rou in'^^^or *^^®® ^^ *^® "Debits" column. This will be 
eioB^fy^!^^ ^^ the case throughout the earlier and simpler 
parts of our training practice, all our entries 
being then such as are frequently termed " unclassified." A change 
will gradually come about in this respect as we make our ground 
secure enough for practising more complex journalizing without risk 
of confusion. 
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22. A certain condensation of work, apart from classification, will be effected 

in our future practices. In the example just given 

_^^ ^^^ space and ruling are somewhat freely used ; this pro- 

Tii^t^^ Journals, c®^^© l""* its advantages and is often practised in 

business. But, while merely practising and testing 

knowledge of principles, it is generally assumed that 

less space and time may reasonably be given to each entry, as in our subsequent 

journals. Of course, the student may adopt either plan, and it would be well to 

acquire familiarity with both. 



23. When we trade for immediate payment, there is usually no 

need to preserve in our books the name of the 

Journalizing Meady- firm or person with whom we deal. But, if 

inoney Transae- ^^^^ ^^ ^^^^ "Double Entry'' requires that 
they should be debited to some a/c as receiving 
them ; while, if cash comes in, it must be credited to some a/c as 
delivering it, and vice versa. The question therefore is : How are 
we to escape mentioning the firm we deal with ? Another small effort 
of the imagination bridges over this difficulty for us. 

"We choose to look upon a cash sale as an example of goods going 
out to some customer, who turns them into money which he passes 
on to our Cash A/c ; then, mentally passing over the customer, we 
assume that the money comes to Cash A/c direcUy from Goods A/c. 
Hence in journalizing a cash sale we say : 

Cash Dr. to Goods, 

In the case of a cash purchase we consider the money as going out 
to some firm which turns it into goods and passes them on to our 
Goods A/c ; then, mentally passing over this firm, we assume that the 
goods have come to Goods A/c directly from Cash A/c. Hence in 
journalizing a cash purchase we say : 

Goods Dr, to Cash, 

H the immediate payment be by cheque, then " Bank " will replace 
" Cash *' in such statements. 

If at any time it should happen that we trade for cash with some firm whose 
name, for some special reason, we wish to retain in connexion with the operation, 
it is then simply necessary to treat the proceeding as consisting of two credit 
transactions in the ordinary way. 

24.^ We may now include '* Gash transactions " in the journalizing practice. 
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Exerciae v. — JonrnaHze the following transactions of a Com Merchant :— 

£ #.' <f. 

Aug. 5. Bought for Cash, Wheat 14 10 G 

„ 6. Sold for Cash, Barley 10 16 6 

,, „ Paid into Bank, Cash S 

,, 7. Sold O. Walden, Oats 12 8 6 

„ „ Bought for Cheque, Barley 16 10 

,, 8. Sold A. Moss, Oats 5 8 

„ „ Sold for Cheque, Wheat 11 5 

„ 10. Bought of K. Wotton, Oats 18 15 6 

„ ,, Bought for Cash, Barley 8 3 6 

„ 12. Received of C. Walden, Cash 12 5 

„ 14. Paid K. Wotton, Cheque 18 10 

„ „ Sold A. Moss, Wheat 5 18 

„ 18. Sold for Cheque, Wheat 10 12 

„ „ Bought for Cash, Oats 3 3 

„ 19. SoldC. Walden, Barley 6 11 6 

„ ,, Bought of K. Wotton, Wheat 20 5 

„ 20. Bought for Cheque, Oats 15 

„ „ Received of A. Moss, Cheque 11 

„ „ Sold for Cash, Wheat 4 8 

„ 21. Received of C. Walden, Cash 5 10 

„ ., Drew from Bank, Cash 12 

„ „ Sold for Cash, Barley 2 16 6 

„ 22. Bought for Cash, Wheat 20 

,, 24. Sold for Cheque, Oats 7 10 

The style and model of the working of this exercise may he as shown here for 

the first five transactions. These should be repeated, and then continued to 
the end : — 

JOURNAL. 







1 Debits. 


Credits. 










^• 


8. 


.J 


£. 


s: 


d. 


Aug. 5 


Wheat 


To Cash 


Dr. 


'14 

1 


10 





14 


10 





„ 6 


Cash 


To Barley 


Dr. 


10 


15 


6 


10 


15 


6 


n n 


Bank 


To Cash 


Dr. 


8 





1 


8 








„ 7 


C. Walden 


To Oats 


Dr. 


12 


8 


6 


12 


8 


6 


)) )) 


Barley 


To Bank 


Dr. 


1 16 

1 


10 




1 


16 


10 






This exercise may usefully be repeated with a general *^ Groods A/c," instead 
of special a/cs for rach kind of goods. It will only need to replace then, in the 
foregoing, each of the words ** Wheat,'* "Barley," **Oats" by the word 
** Goods." 
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25, From given Journal entries useful conyerse practice may be obtained. 

Exercise vl, — State the nature of each of the transactions which would occasion 
Journal entries whose verbal portions are as follows : — 

1, Butter Dr. to Cash. 2. Cash Pr. to Lard. 3. Cash Dr. to Bank. 4. Bank 
Dr. to 0. Frost. 6. Lard Dr. to Bank. 6, Cash Dr. to Butter. 7. 0. Frost 
Dr. to Lard. 8. Bauk Dr. to Cash. 9. Butter Dr. to Bank. 10. Bank Dr. 
to Lard. 11. Wines Dr. to Hey & Co. 12. Bank Dr. to Tuke & Co. 13. R. 
Powell Dr. to Woollens. 14. G. Madden Dr. to Bank. 16. Bank Dr. to R. 
Powell. 16. Cash Dr. to Goods. 17. Goods Dr. to Bank. 18. Hey & Co. Dr. 
to Bank. 19. Cash Dr. to Wheat. 20. Sugar Dr. to Bank. 

The working of this exercise may be oral and may begin thus : 
1. Bought Butter for Cash. 2. Sold Lard for Cash. 3. &c. 

*^j* Revision Paper III. to be taken here. A similar note will be understooi 
at the end of each future chapter. 



CHAPTER IV. 



SEEVICE ACCOUNTS, COMMONLY STYLED "NOMINAL" 
OE "FICTITIOUS." 

26. The main purpose of trading operations is to effect exchanges 

of money for goods, or goods for money, in 

Busineaa Aids and such a way as to produce eventually a result 

Service Accounts, which will Compensate the firms concerned for 

expenditure of time and effort. But, as a rule, 

in carrying on operations it is found advantageous to use aids and 

instruments of various kinds, the cost of which must therefore, as 

common speech aptly expresses it, be taken into account. 

Such aids or instruments may include buildings, which cost rent 
or suffer depreciation in value and require repairs, clerks, salesmen, 
workmen, carriers, commission agents, travellers, bankers, the rail- 
ways, the post, insurance, &c. We shall give reasons later on for 
considering also allowances of various kinds, as interests and dis- 
countSy even damages and " bad debts," as falling into this class. 

In a general way we may say all these things are employed in, or 
are incidental to, the sei'vice of a business. Accounts which relate 
to them may be called aej'vice accounts. 
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27. In a properly organized business most payments incidental 

to its service will really help to bring in profits, 
Service J^^^^ and hence, as a matter of fact, cannot fairly be 

io!lM*and gains. Called octtud losses. In some cases they will 
appear to approach the border line of losses 
and be easily confused therewith. In all cases, however, when it 
becomes a matter of entering them in the books, we find nothing 
tangible to set oft against them, as in the case of goods which are 
stored and produce entries of sales. They have finally, indeed, to be 
set off against what is called the " gross profit,'' which arises from 
operations with goods. In this respect they are precisely like real 
losses, and this aspect of them is so important to the book-keeper 
that for the time being he widens the application of the term " losses " 
so as to include them. We may follow the same course with ad- 
vantage so far as to adopt the following definition : — 

Technical losses are payments or allowances made by us which are 
not actual losses but which do not directly bring in goods for re-sale. 
In future, unless otherwise intimated, the term " losses " will be used 
as including technical losses. 

In the course of business services may not only be received, but 
also delivered, and payments or allowances made to us for them. 
These payments will constitute technical gains as dealt with in Book- 
keeping. 

Note. — Payments for services should not be taken to include *' duties " paid on 
goods such as wines, tobacco, &c., which form a material part of the cost, and 
should be reckoned as such. 

28. All our present efforts are directed towards preparing the way 

for the ready application of the fundamental 
Preiimifutry Mule of rule of loumalizinfif to items of service accounts. 

J'oumalixing for -rir i. n x j. • j. 

Service Aceounu. We shall treat even service accounts as our 
agents, although they have nothing concrete, 
like goods or cash, to ta^e charge of, and we have therefore to become 
clear as to what they do receive and what they deliver. 

Every payment for a service done to the firm will be taken as a 
purchase of that service by the firm, and, as such purchases should 
add, directly or indirectly, to the value of its merchandise, we may 
easily imagine them stored therein ; but it is found convenient that 
each sort of them, or the whole of them together, should be given in 
charge of a Service Account. 

As a rule, payment for a service of the kind we shall consider first 
will be a ready-m^oney payment, and the actual deliverer of the 
service and receiver of the money will not usually require any further 
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attention. The two operations of receiving the service and paying 
the money will be simultaneous, or treated as such in Ledger accounts, 
and therefore will be merged together into one ready-money trans- 
action. This will be equally true when our own firm delivers a 
service and receives a payment for it, or vice versa. 

This ready-money transaction is taken as betv/een the Service 
account and the Money account concerned therein, money we pay 
being assumed to go to a Service account, and money we receive from 
a Service account. Eemembering that what we pay for a service we 
call a loss (technical or otherwise), and what we receive for a service 
we call a gain, we thus arrive at the rule : 

Service CLCcounts receive losses and deliver gains. 

From aDd to a Money A/c is understood here. 

This is our preliminary rule of journalizing for Service accounts. 
It will be shown to clear the way for the application of the funda- 
mental rule of journalizing to all Service accounts, and therefore calls 
for special attention and impressing on the memory. 

There are losses, both technical and real, for which money is not 
actually paid, but " allowed," which comes to the same thing sub- 
stantially, but not in the practice of Book-keeping. It will be con- 
venient to treat of these as they occur in some subsequent chapters, 
including the next. As money is not actually paid, these are not 
ready-money transactions. 



29. Some classes of Service payments contain but few items even 

in a large business, but still are often assigned 

Aeeounu for Service to separate accounts, as it becomes occasionally 

Payments, desirable to see " how the money goes." A 

general " Profit and Loss " A/c will ultimately 

collect the results of all other Service A/cs. Sometimes this Profit 

and Loss A/c is made to act in place of aU the Service A/cs from the 

beginning. More often special a/cs are opened for important classes 

of Service payments ; while the Profit and Loss A/c not only collects 

the results of these at the end, but also less important incidental 

Service payments as they occur. 

Unless otherwise stated, we will assume Profit and Loss to be a 
final collecting a/c only. 

Such accounts may be adopted in great variety ; but the kinds of 
which we shall give examples will be enough to show their general 
nature and treatment. 



Digitized by 



Google 



SBBVICB A(XX)tr5T8, 15 

30. It must be remembered that in ready -money transactions 

Service accounts, like Q^oods accounts, will be 
Service Accounts assumed to deal directly with the money accounts 

or Sank, t»uin»eriieu. 

A Wages account would deal, weekly or so, 
with Cash or Bank. The total amount paid on each occasion will be 
all we shall note, and this will be furnished by the cashier or clerk 
in charge of a special book which gives an enumeration of separate 
amounts paid to the employes concerned. 

A SdUvriea account lor the more important servants of the firm 
might deal monthly or so with Bank. 

Payments such as for Commission to persons trading on our behalf, 
and for Bents, Bates and Taxes, Insurance, Gas are usually in some- 
what large amounts and would be as a rule by cheque, but might be 
by cash. 

31. There are various kinds of small disbursements which may 

frequently recur, and for them we set up a sort 
Betty Cash and Trade ^^ branch cash account, named Petty Cask, This 

Charges Accounts. first draws cash from the general Cash account 
or from Bank, and then takes in hand such 
items as stamps for postages, &c., telegrams, packages and parcels — 
any items not important enough to have an account to themselves. 
They will be assigned to, and treated as received from Petty Cash by 
a Service account for miscellanies, called the Trade Charges account. 
If small technical gains come in, they will be treated as delivered 
to Petty Cash by the Trade Charges account. 

These trade charges are generally passed on to us in periodic totals out of a 
specially kept book. We shall get better practice in the immediate sphere of 
study by making for the present ordinary Ledger accounts of Trade Charges and 
Petty Cash. 

One or two important examinations require this, probably to facilitate the 
exhibition of more varied phases of theoretical knowledge by the candidate. 

Note.— The student may defer reading the next two articles until going 
through the subject a second time. 

32. As already remarked, although services are not only received in business, 

but also delivered, yet they are not tangible and cannot 

Fan^iliar Names for be stocked like goods in the shop or warehouse. They 

Service Accounts cannot therefore in ordinary trade be re-iisued ; con- 

discussed, versely, of course, services delivered are not those which 

have been received. Hence an entry occurring on one 

side of a Service account is independent not only in treatment, but also in fact. 

Herein such an account differs from a Money or GK>ods account. Tet we 

utilize the imagination in some Service accounts even to a further extent than in 

regard to ready-money transactions. 
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Hence it arises that book-keepers learn to look upon and to describe Service 
accounts as " Nominal " or as ** Fictitious." But these terms are only applicable 
in some respects to our methods of dealing with such accounts ; and there seems 
good reason for the objection, which has often been made, that, from a common- 
sense point of view, there is nothing either nominal or fictitious about the im- 
portant subject-matters with which they deal. Some writers urge that it is 
liable, indeed, to be only too much the reyerse. In any case the terms referred 
to are not only apt to mislead learners, but have no technical value in Book- 
keeping, such as renders certain other terms, otherwise objectionable, worthy of 
adoption by convention. We may therefore safely prefer, as in this book, the 
better descriptive title of " Service Accounts." Yet, in view of the familiar use 
of the terms " nominal " and " fictitious" elsewhere, the student must remember 
them, so as to be able to apply them as occasion may demand. 

33. It may be noted here that the title '< Impersonal Accounts " is also in use 
Impersonal '^' ^ accounts not included among the personal ones, 

jSeounU. ^^^ ^B* those which have names of persons as titles. 

This term has a wide meaning ; as it includes all the 
monetary, goods, service, and summary accounts. 

34. Exercise vii. — Journalize the following transactions, assuming that, when 
neither Gash nor Cheque is mentioned. Petty Cash is the account dealt with. 

Assign accounts to Cash, Bank, Petty Cash, Wages and Salaries, Rents, Rates 
and Taxes, Commission, Trade Charges only. 

£ «. d. 

March 1. Draw from Bank for Petty Cash 10 

,, 2. Purchase Postage Stamps 10 

,, 3. Paid Insurance by Cheque 6 6 

„ 4. Paid Wages by Cash 12 15 

„ 6. Bought Stationery 17 6 

„ 7. Sold surplus Stock of Cases 2 10 

„ 8. Paid Government Taxes by Cheque 22 8 10 

„ 10. Received Rent from Sub-tenant, Cash 7 10 

„ 11. Paid Wages, Cash 12 18 

„ „ „ for Repairs in Office 1 3 

„ 13. Received for Returned Empties 12 6 

,, 14. Paid Special Carriage 17 6 

,, 15. „ for Telegrams and Porterage 9 8 

„ 16. „ Parcels Delivery 14 9 

„ 18. „ Wages, Cash 12 4 

,, 21. „ for Refreshments (overtime) 6 6 

,, 22. „ Commission by Cheque 5 12 

„ 23. Received for Samples retained 11 8 

„ „ Bought Coals (Special) for Office 114 4 

„ 24. Paid Local Rates by Cheque 15 12 8 

„ 26. „ Wages, Cash 13 5 

„ 26. „ Parcels and Postages 19 3 

„ 27. Bought Office reqtiisites 16 10 

,, 29. Paid Gas A/c 3 7 6 

„ 30. „ Water Rate, Cash 4 11 3 

„ 31. „ Salaries for Month, Cheques 26 15 

„ „ „ Rent for Quarter, Cheque 22 10 

Digitized by V^OOQ IC 



SEETICE ACCOUNTS. 
Partial Solution, to be re- worked and continued by the student :— 



17 



March 1 


Petty Cash Dr 




To Bank 


„ 2 


Trade Charges Dr. 




To Petty Cash 


,, 3 


Tyade Charges Dr. 




To Bank 


„ 4 


Wages and Salaries Dr. 




To Cash 



Debits. 



rf. 1 


£ 


1 






10 









I 









6 









12 



Credits. 

' ». j rf. 

I 

i 

I 

5 

15 



35. Exercise viii. — This exercise is for oral practice, and is therefore not accom- 
panied by amounts. When going through .'the subject after the first time it may 
be used as Eevision Practice. It recapitulates all the points hitherto treated ; and 
this will also be true of future exercises of similar nature. Payments for furni- 
ture or repairs are assumed to be small in this exercise, unless cash or cheque is 
named. 

To *' draw a cheque '' means to fQl in the amount to be paid, and the name 
of the firm to whom payable, by bank, on a cheque form and to sign it ; but 
when the expression occurs as an entry in the books it may usually be taken to 
include payment of the cheque. 

Give the verbal portions of the Journal entries for the following trans- 
actions : — 

1. We Buy new Account Books. 2. Draw from Cashier for Office Expenses. 
3. Buy new Office Desk for Cheque. 4. Sell old Desk. 5. Sell Goods for 
Cash. 6. Draw Cheque for Wages. 7. Pay Hire of additional Cartage. 
8. Advance Cash to Petty Cash Account. 9. Draw Cheque for Rent. 10. Fay 
Cash for Repairs. 11. Buy Goods from G. Vere. 12. Pay Water Rate in 
Cash. 13.. Pay Postage Expenses. 14. Receive Allowance for Damaged 
Cases. 15. Pay Fire Insurance in Cash. 16. Meet Plumber's Account in 
Cash. 17. Draw Cheque for Poor Rate. 18. Buy Stationery. 19. Receive 
Rent from Sub-tenant in Cash. 20. Pay on account to G. Vere Cheque. 
21. Pay Workmen's Fares. 22. Pay Salaries by Cheque. 23. Pay small Law 
Expenses. 24. Sell Waste Paper. 25. Buy Goods for Cheque. 26. Pay 
District Rate in Cash. 27. Clerk allowed to-day's Travelling Expenses. 
28. Insure Parcel to-day. 29. Pay Wages in Cash. 30. Pay for Office 
Cleaning. 31. Sell Goods to F. Vane. 32. Buy Postage Stamps. 33. Re- 
ceive Hire for Horses lent. 34. Pay Commission by Cheque. 35. Pay 
Christmas Gratuities. 36. Buy Goods for Cash. 37. SeU Goods for Caah. 
38. Receive Cash on account from F. Vane. 39. Pay Balance of Account to 
G. Vere in Cash. 40. Receive Balance of Account from F. Vane by Cheque. 
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CHAPTER V. 



ALLOWANCES AND BAD DEBTS. DOUBLE PAYMENTS 
AND OEOUPINa. 

36. If an amount of money be due by any one, it often happens 

that, under the circumstances, the amount is 

^^JT^c^^h^CheaZe reduced; so that, in lieu of the whole, a 

Ipwymtnu, *** smaller sum is accepted, for which the whole 

debt is sometimes described as " settled." The 

margin of money which is not paid is called a discount, and is 

said to be "allowed." 

In Book-keepmg exercisea discounts like these are usually stated absolutely in 
amount ; and when gtren as rates they will be mere percentages or poundages 
with no element of time. Later on, for discounts on *' B&ls," percentages 
per time may require calculation. Both operations in commercial practice are 
simple and well explained in modem text-books on Arithmetic. 

Special ** trade * discounts occur which will be explained later. 

37- We have to determine how best to deal with such allowances 

in the books. K we were to try to explain 

Allowances indicate what they are really for, we should find the 

rayment by Service, reasons would vary rather widely, according to 

the circumstances; but the prevailing ones 

would, no doubt, be early payment, which helps our resources for 

trading, and kurgeness of order, which economizes our services. Very 

little reflection will assure us that in other cases these allowances are 

at least intended to be beneficial to the firm's interests in some way. 

Then in all cases we might assume they are indirect payments for 

services ; but no money actually passes, and it is therefore found 

better in. Book-keeping to look upon them as direct payments of 

service in lieu of money. 

Hence, for example, in place of 

Allowed T. Appleby : £2 6 

we might read (mentally) 

Becei ved from T. Appleby Service to value of. £2 5 

Conversely 

Was allowed by H. Rogerson £110 

might be translated into 

Delivered to H. Rogerson Service to value of £1 10 
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ALLOWAKOBS AND BAD DEBTS. 19 

38. There remains the question which of our accounts will receive 

and deliver such payments. Money accounts 
j?ifJ^mJi?«i^*'*"*""** ^^®* ^^ restricted to transactions in actual 
iHseouHts. payments of real money of some kind. These 
payments of service, whether consisting of 
early " settlement," taking large quantities of goods at a time or any 
other, are not direct purchases of goods, and therefore we class them 
with incidental expenses, and their assumed values as services 
rendered to us in heu of money will be technical losses, and vice 
versa. As they are usually called " discounts," we assign them to a 
BiscourU Account. 

By this step we avoid allowing the amounts to remain in our books 
as if still owing, which would be wrong. 

For journalizing purposes there result the following rules : — 

1. Replace a discount which we allow to any other firm hy an 
assumed payment of equal am>ount to our Discount A/c by thatfi/rm, 

2. Beplace a discount which any other firm allows us by an assumed 
payment of eqnal amount to that firm hy our Discount A/c, 

Thus, if we allow H. Anderson £3 when receiving a payment from him, we 
shall assume this £3 to he paid (in service) by H. Anderson to Discount Account 
(not to Gash, Bank, or other Money account). This allowance will therefore be 
journalized thus : 

Discount Dr. £3 

To H. Anderson £3 

If Bellamy & Co. allow us £2. I2s. 6d. discount on a payment, we assume that 
Discount Account pa^^s them this amount (in service), and the Journal entry 
would be : 

Bellamy* Co. Dr. £2 12 6 

To Discount £2 12 6 

Exercise ix. — Journalize as just shown the following discounts, each allowed 

when payment of some a/c is made : — £ «. d. 

Aug. 2. We allow to A. Barber 4 12 6 

„ 5. T. Harrison allows us 3 10 

,, 6. H. Ormerod allows us 2 15 

,, 10. S. Gorton is allowed by U9 9 12 

„ 15. M. Porter allows us 18 6 

„ 24. We aUow K. Hacker 1 7 6 

39. The student should pause here to note that we have now met with two 

kinds of services that need taking account of : 

1. Services for which we pay real money, as wages 
Two ^<^^^^«^^*<^« and trade charges. 

' 2. Services assumed and paid for by allowing firms 

who render them to replace payment of money by 
imaginary payment of equal value to our Discount A/c. 
In other words, our technical losses include : 
1. Actual payments by us for services, like trade charges, &c. ; 
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20 BOOK-KBEPIKG. 

2. Imaginary payments of senrioes real or assumed^ whose values go to 
DiscouDt A/c. 
The converse statement would apply for technical gains. 

40. Payment of a claim when discount is allowed may now be 

described as one kind of double payment — 
rayment wUh^^ms- namely, a real payment of a portion by, or to, 
i>oubie Payment, some money account, and an imaginary payment 
of the remainder by, or to. Discount Account. 

Thus, if Fine & Co. meet a claim of ours for £20 by paying us £19 cash, and 
being allowed £1 discount, then Pine & Co.*s account in our books will be treated 
as paying £19 to Cash Account and £1 to Discount Account. Of course the 
payment of the £19 may be by cheque to Bank Aocoimt. 

Again, if T. Farr settle a claim upon us of £80 for a cheque of £77. 109., he is 
evidently allowing us £2. 10«. discount. Hence, in our books, T. Farr's 
account receives £77. 10«. from Bank and £2. 10«. from Discount. 
These transactions map therefore be journalized thus :— 

£ 8. d. £ 8, d. 
Cash Dr. 19 

To Pine & Co. 19 

Discount Dr. 10 

To Pine & Co. 1 

T. Fair Dr. 77 10 

To Bank 77 10 

T. Farr Dr. 2 10 

To Discount 2 10 

41. It occasionally happens that a firm finds itself obUged to 

" suspend " or stop payment of its debts for a 
Contpounding with time during which, by arrangement with its 

Creditors. Solvency ,., . ° v, 1 •. ° i 

and ineoiveney. Creditors, It may collect its resources, and con- 
sider its future prospects. It may at the end 
of that time find itself solvent, that is, able to pay all its debts. But, 
more probably, it will be insolvent, or unable to do so ; and the best 
it can do will be to call its creditors together and ask them to accept 
a specified portion of their claims in complete settlement without 
further proceedings or interference with the business operations of 
the debtor. If such a proposal be accepted, the firm is said to 
comjxmnd with its creditors, and the portion which is paid of each 
debt is called a composition for that debt. 

42. Now each claim thus settled must, for that reason, be cleared 

off the account in which it occurs. It there- 

jLoeeee when Com- fore requires to be dealt with as a double pay- 

pounding ocsure, ment such as we have before described. The 

composition, being money actually paid, will go 
to a money account. The money not paid is this time an undoubted 
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and as such we call it a " bad debt " ; but we take it as in- 
cidental to the conduct of trade, and follow the analogy of the 
disposal of discounts. We convert it into an imaginary service 
payment to a Bad Debts Account, if we keep one ; but, if not, to 
the General Profit and Loss Account. We will follow the former 
course in the present instance. 

43. The fraction which expresses the composition is generally 

given as a money poundage ; that is, as so much 

Calculation of per £ Sterling. Its calculation is generally easy, 

Compositiofhs, and several methods of making it should be 

familiar to the student, as he will sometimes be 

left to reckon it while making his entries. The best mode of 

reckoning for us is that which is simply shortest, and varies with the 

amount of the poundage. Sometimes it is by simple multiplication 

of the poundage by the number of £ in the debt, or by simpJe 

proportion, and frequently by turning the poundage into a vulgar 

fraction or a percentage. 

Suppose YenDer & Co. owe us £150, and we accept an o£Eer in present cash of 
13«. 4d, in the £ in settlement. The composition offered is |, and the loss 
is therefore \. Calculate first the easier fractional part, whichever it may he, 
and then subtraction gives the other. Here we lose £50, and therefore receive 
£100. Hence the payments are a real one of £100 to Cash Account, and an 
imaginary or assumed service one of £50 to Bad Debts Account. 

In the foregoing case the gross debt is given to us ; but very often 
the actual money payment is the one stated, and we require to 
calculate the loss from it. This reckoning should, of course, be as 
direct as we can make it, and judicious mental arithmetic will usually 
find what the student requires. 

As an example of this process, let us suppose that W. Otter pays us a com- 
position of £82. 10«., which is at rate of V28. 6d, in the £. The loss is 7«. 6d, 
in the £. But 

••• 12«. ea, per £ gives £82. 10«., .-. 2«. Sd. (or \ of 12«. 6rf.) per £ gives 
£16. 10*. ; .-. 7«. Qd, {2«. 6d. x 3) per £ gives £49. 10«. ; 

which is the gross loss. The display of the process here would reduce in actual 
reckoning to : ** Divide by 6 and multiply by 3." 
The journalizing for the cases just given tnay be thus : — 

£ 8. d, £ s, d. 
Cash Dr. 100 

ToVenner&Co. 100 

Bad Debts Dr. 50 

ToVenner&Co. 50 

Cash Dr. 82 10 

To W. Otter 82 10 

Bad Debts Dr. 49 10 

To W. Otter 49 10 
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44. If a firm's affairs be found to be in a hopeless condition as 

regards its future prospects, a voluntary arrange- 

ziquidation and ment may still be made under which a liquidator 

Dividends. yy{][ \^q appointed who will proceed to " wind 

up the affairs" of the firm, and liquidate, or 
turn into money, all its possessions or assets. If the firm is believed 
to be really insolvent already/, legal proceedings may be deemed 
necessary, and may be initiated by any creditor or by the debtor 
himself ; in which case the Court of Bankruptcy will direct proceed- 
ings of liquidation. After the expenses of the liquidation have been 
deducted, tJie balance of the money realized is divided amongst the 
creditors in proportion to their claims, the portion of each one, 
if paid at one time, being called his dividend, or his first and final 
dividend. But it may be made in instalments, which are called first, 
second, &c., dividends. 

45. The treatment of dividends and losses attending liquidations is 
r«««*,«i^.*-^^ ^ precisely similar to that of compositions and 

*f ournaltzinff and i . . t « mi i» • 

Calculating Divi- their attendant losses. The fraction expressing 

tney^ :DeadTois^ t^^ dividend is also given as in the case of 

oif** " W"r<«<nflr compositions by a money poundage; and the 

calculations are, of course, performed on the 

same principles. 

As a help to the memory, and as promoting consistency of pro- 
cedure, the student may remember that a liquidation is intended 
to have some such effects as producing readier payment, reducing 
probable loss, and clearing up embarrassing uncertainty. Assuming 
these advantages, he may regard the attendant loss as a service 
payment to Bad Debts Account or to Profit and Loss Account. 

From an unconventional point of view such a course may be considered some- 
what far-fetched. It will, therefore, be worth while to point out that clearer 
justification can be assigned ; which, however, can hardly be well appreciated 
till we arrive at a later stage. The student may, therefore, give full attention 
to the following statement only when reading the subject a second time. 

When a bad debt occurs it implies that Goods have somewhere been credited 
with a certain amount which they have not produced. This happens under 
other circumstances as well ; and, if we go back on all such occasions and 
correct by reducing entries, confusion and other dangers will be introduced into 
the keeping of tire accounts. These we avoid by the simple expedient of 
balancing the over-credit in regard to Goods by an equal debit in a Service 
account. They may be taken as furnishing practically our best reason for 
allowing not only losses in liquidations, but even *< dead losses " at other times, 
to be reckoned with technical losses really due to the service of the business. 

When we become aware that a debt owing to us is practically 
certain never to be paid, and therefore keeping up the entry of it in 
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the books is useless trouble, we enter the fuXL amount as paid to 
Bad Debts Account. This is called " writing off " the debt. 

Thus, if the recovery of an account of £10 due to us by B. Lomax has become 
hopeless, we journalize 

Bad Debts Dr. £10 

To B. Lomax £10 

46. The explanations of double payments in this chapter will 

enable us to commence the practice of classified 
^^iIs7iTeT''oi journalizing of a simple character. Journal 
Gro^pedJToumai' entries may be " classified " when two or more 
* **^' accounts occur together which are " Dr.*' to the 

same account ; and, conversely, when one account is " Dr." to two 
or more others simultaneously. The classification at present simply 
consists in grouping these entries in a manner best made clear by 
examples such as those which follow. Later on, " classification " 
with a wider signification will be illustrated. 

Ex. — Journalize the transaction : 

Jan. 5. G. Weston paid us Cash £117 10 

And was allowed as Discount 2 10 £120 o 

It would be correct to deal with each of these as separate transactions thus : 

£ 8, d, £ t. d, 

Jan. 6. Cash Dr. 117 10 

To G.Weston 117 10 

„ Discount Dr. 2 10 

To G. Weston 2 10 
But it saves time, and is more usual to say : 

Jan. 6. Cash Dr. 117 10 

Discount Dr. 2 10 

To G.Weston 120 

in which the sum credited to G. Weston is obtained, if necessary, by adding 
the two grouped entries. 

47. Exercise x.~ Journalize the examples given in Arts. 40 and 43, and 
also those which follow, grouping each double payment in the manner just 
shown : — 

. £ s, d, £ 8. d. 

Paid Anson & Co. by Cheque 48 5 

wis allowed 1 15 60 

Rec*d Cheque from Baves & Son 73 

Allow them Discount 2 75 

Paid Curtis Brothers Cash 15 10 

Discount allowed 15 16 6 

F. Walton's Diyidend at 15*. in the £ 

received 60 

H. Lauder's Debt written off 48 12 
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48. — It should be observed that a line of entry is gained in each 

grouping of a double payment. Further, if a 

Advantage of payment of actual money be made into a double 

cia88ification, payment by using for it both cash and a cheque, 

then, if there be an allowance of discount at the 

same time, the whole payment may be said to become triple ; and in 

the journalizing two lines will be gained. Grouping will occur 

hereafter in which the gain is still more considerable. 

Note that diflferent ways occur in the following; exercise of stating mixed pay- 
ments ; as various ways occur in the papers of the different public examinations. 
In future we shall not usually notice such variations of detail ; but expect the 
student to cope with them efficiently by the exercise of a little judgment. 

Ex. — Journalize with gprouping : 

Jan. 8. Paid R. Maxwell Cheque £55 £ s. d. 

Discount allowed us 1 12 6 66 12 6 

,, 10. Received by Cheque Composition of 11«. in the £on 

C. Paley'sDebt 36 17 

„ 16. Paid Maden & Co. Cheque 76 

Cash 17 10 

And were allowed 2 15 6 

Remember that the single entry for Jan. 10 requires to be extended to a double 
one by calculating the loss or bad debt incurred of 9s. in the £, the amount at 
11«. in the £ being given to be £36. 17«. This loss will be found to be £30. 3»., 
and will be represented by a payment to Bad Debts Account of that amount. 
The entries on Jan. 16 leave us to do a little adding for ourselves. 

We then obtain in Journal : 



1 1 l)..bil8. 

1 


Credits. 






£. 


s. d. 


£.'«.' d. 


Jan. 8 


R. Maxwell Dr. 


56 


12 , 6 






I To Bank 




56 





' To Discount 


1 


1 


12 6 


„ 10 Bank Dr. 


36 17 1 






Bad Debts Dr. 


30 i 3 






' To C. Paley 




67 





„ 15 , Maden & Co. Dr. 


95 5 6 








To Bank 




75 







To Cash 


1 


17 


10 . 




To Discount 




. 


2 


15 6 



49. Exercise xi. — Journalize with grouping : 

£. *. d. 

Jan. 17. Received from Wade & Co.... Cash 43 

And allowed them Discount 2 

„ 18. Paid J. Podmore Cheque 28 10 

Allowed us Discount- 1 10 



45 



30 
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£. *. d. 
Jan. 20. Acceptance Composition from Jeff & Co. of 16«. 8^. in 

the £ paid to-day in Cash 65 17 • 

„ 21. Paid Law & Co Cash £19 10 

Discount 1 17 9 21 7 9 
„ 23. Received Cheque for Dividend (let and final) on E. Vale's 

debt at 8«. 4^. in the £ 27 16 

,, 25 Received from Wade & Co Cheque 38 

Discount 1 11 6 

, y 27. Received Cheque for Composition accepted from C. Nolan 

@12«. inthe£ 46 2 6 

„ 28. Paid J. Podmore Cash £19 

Cheque 36 
Allowed us Discount 3 6 6 58 5 6 

,, 29. Received from A. Rogers Cheque 48 

Cash 18 
Discount 2 3 6 
,, 30. ReceivedfromP. Tiffin's Liquidators 1st and final divi- 
dend @ 3«. 6<f. in the £ By Cheque 23 

In Cash 4 13 

50. Exerciee xii. (which may be taken orally). Give entries in Journal, without 
figures, for — 

1. Sold Wines for Cdsh. 2. Bought Brandy of D. No well. 3. Drew from 
Bank for Trade Expenses. 4. Paid Carriage of Goods. 5. Sold Bacon to 
Jupp & Co. 6. Paid Wages in Cash. 7. Received Cash from Jupp & Co., 
allowing a Discount. 8. Bought Goods, paying part in Cash and rest by Cheque. 
9. Paid D. Nowell Cheque, being allowed Discount. 10. Sold P. Q^ugh 
Com. 11. Received for returned Packing Cases. 12. Paid for SmaU Repairs: 

13. Composition accepted from Hoy & Co., partly Cheque and rest Cash. 

14. Paid D. Messer, partly by Cheque, partly in Cash, and rest was allowed as 
Discount. 15. Received Dividend en S. Morton's Bankrupt Estate. 16. Sold 
L. Vassal Lron. 17. Paid Cash for Horse-Keep. 18. Received payment partly 
Cheque, partly Cash, and allowed Discount. 19. Bought Office Stationery. 
20. Paid Salary partly by Cheque and rest in Cash. 
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A MEECANTILE BILL AND ITS OEDINAET CAEEEE. 

51. A debtor, instead of paying a sum of money at a given 

time, will sometimes " give a Bill/' Bills like 

iTse of Bills as this are not, of course, statements of accounts, 

means of Payment, ^hich sometimes get the name, but are very 

important means of making payments between 
trading firms. 

There are two kinds in use : the one which is most used being 
called BUU of Exchange^ the other Promiaaory Notes, The latter is 
the more easy to understand, and will quite serve our purpose for 
the present. The former will receive detailed treatment in a later 
chapter. 

52. A Promissory Note explains itself. It is written on special 

paper, bearing a Grovernment stamp impressed 
Form of on the left hand, and has a form like the 

Promissory Note. following, which is said to be " made to'' Messrs. 
Eaby & Eeed by the firm of "Waller & Co. : — 

Malton Road, York. 
£215. lOs. Od. June 9th, 1900. 

One month after date we nromise to pay to Messrs. Rahy & Eeed or 
their order the som of two hundred and fifteen pounds ten shillings for value 
received. 

Waller & Co. 

53. The foregoing Bill, for a reason which will be evident from 

its careful perusal, will be called a Bill Beceiv- 
BUU Beceivahu and able in the books of Eaby & Eeed, but a BiU 
Payable. Payable in those of Waller & Co. 

What are called the Three Days of Gtom 
require to be added to the period of time mentioned in it ; and it is, 
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therefore, d9ie for payment on July 12th. It is then said to be 
mature, or to have arrived at matuHty, and is "presented" for 
payment. If duly paid, it is said to be " met ^ or honoured ; if not, 
it is dishonoured. 

If we deal in such bflls, we shall have in our Ledger an account 
which will take charge of " Bills Eeceivable," and another which 
will be assigned for " Bills Payable.*' 

Ex. — If F. Mickle sends us a promissory note which we accept as a payment, 
we journalize thus : 

Bills Receivable Dr. to F. Mickle. 



54. The journalizing connected with the further course of bills 
_ ^, , , - is apt to be perplexing to the learner, mainly 

BssentiaU only of „ ^. ^ '^ £ '4.^ £ 4. u- \ i. • 

Biiujoumaiixinif from too many 01 its features being taken in 

uSfratiinT *****' ^^^^ ^* ^°^- ^® ^^^^ restrict ourselves for 

the present to the career of a bill during the 

ordinary routine of sound trade. We, then, have to deal with those 

points only which are really important, and shall have no undue 

difficulty in elucidating them by means of a|)propriate practice. 

There are three ways in which bills are employed which may 
profitably be considered at this stage. They may (i.) be held till 
mature, or (ii.) be paid away as a sort of money currency, or (iii.) be 
" discounted " or sold. Each of these ways will now be explained. 

55. (i.) The simplest, but not the usual, course to take with a Bill 

Eeceivable is to hold it ourselves, either "at 

BiUs Beeeivabie office " OT at bank, till mature, and then present 

held till mature, [^ f^j. payment. If duly honoured, we have 

two transactions to deal with : the delivery of 

the bill and receipt of the money. But these will be simvltcmeous, 

and therefore we consider them to merge into one ready-money 

transaction between our own delivering account. Bills Eeceivable, 

and our own receiving account. Cash or Bank. 

Ex, — If at maturity we personally present the promissory note which 
F. Mickle has made to us, and receive from him or his bank cash, we enter in 
Journal: 

Gash Dr. to Bills R'ble. 

If we receive from F. Mickle a cheque, or if our bank colhct the bill on our 
behalf, we have 

Bank Dr. ta Bills R^ble. 
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56. The final result in this first method would not have heen altered if we 

had treated the operation as two transactions in spite 
These Entriea ^^ their heing simultaneous, thus : 

justified, F. Mickle Dr. to Bills R'ble, " 

and Cash (or Bank) Dr. to F. Mickle. 

At first sight, indeed, this would appear to be one of the exceptional cases in 
which such a course might well be taken, as F. Mickle has an account with us 
and this is his real payment to us, and it therefore seems to need recording 
as such. 

The reply might be made that we have already allowed F. Mickle's account 
the credit of the payment when we received the bill, so that this would be 
a second record, and is therefore needless for that reason. 

But it is really more to the point to mention that our firm will not be a 
party to the final payment of the bill tmder ordinary circumstances — that is, in 
the usual modes of dealing with bills. Those we have now to consider. 

57. (ii.) In the second method of dealing with the bill we keep in 

mind that E. Mickle's account, as just stated, has 

Bills as virtuni been already credited with the bill as a payment^ 

Trade Currency. and therefore, although its value is entirely due 

to his promise to honour it at maturity, his 
property in it ceases now, and it becomes at once our property, as a 
bank note would. It has also a similar handy form for passing from 
one firm to another ; and, although it is not mature at any time, as a 
bank note is, yet its mature value gives it a present value which is 
usually only a little smaller in amount. The small margin between 
mature and present value is virtuaUy a little allowance we have made ; 
and we may therefore pass on the bill for its nominal value to some 
creditor of ours who is willing to make us a similar allowance. By 
him it may be passed on to some other firm, and so on till maturity, 
when it will be presented by the last holder; and, therefore, all 
being well, we hear no more about it after it has passed from our 
hands. 

In this way bills are made to form a kind of supplementary paper 
" currency," or medium of making payments ; and in this capacity 
the bills of other firms may come into our hands, and we may then 
deal with them as with our own Bills Kec^ivable. 

Ex, — If we pass on F. Mickle's bill to Fay & Co. in payment of a debt, we 
say in the Journal : 

Fay & Co. Dr. to Bills R*ble. 

If Carr & Son send us B. HilFs P.N. made to them, it is added to our Bills 
Receivable, and we enter in Journal : 

Bills E'ble Dr. to Carr & Son. 
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58, (iii.) Another common method of disposing of a bill at any time 

before maturity is to accept its present cash value 

from any one willing to give it. This may be com- 

Biiinueounting. ^^^^ ^ ^^^^^ ^^ ^ reduced price for cash. 

Banks and " bUl brokers '' make a business of 
** buying " bills in this way, holding them till maturity, and then 
realizing their mature value. 

The difference between the mature and the present value, which 
constitutes the reduction, is called the discount^ and such discounts 
are usually said to be " charged" by the Bank or broker, not "allowed." 
The operation itself is called bill-discounting, and the broker is often 
called a biU-discounter. 



59. So far as journalizing is concerned, the " discounting" of a 

bill is equivalent to selling it for a doMe pay- 

Journalizing mmt, partly in cash or cheque, and partly in a 

j>Ueounted Biiu. discount, which is really an allowance, and is 

therefore treated as a loss. 

Sx. — If we send F. Mickle's Bill to Bank, not to be held and collected for us at 
maturity, but to be *' discounted," and therefore taken from us by the Bank as a 
purchase, then we enter in the Journal : 

Bank Dr. (pres. value) 

Discount Dr. (disc, charged us) 

To Bills R'ble. (full amount of bill) 

The entry may be the same if we dispose of the bill to some other broker and 
receive a cheque in payment for its present value, as this cheque will go at once 
to the Bank. 

But, it* we receive cash in payment from the broker, then '' Gash " will take 
the place of ** Bank " in the foregoing entries. 

Note, — F. Mickle*s own name will not occur in these entries. £t has now 
become for us a mere name of a species of goods or currency, whichever we 
choose to consider it. 



60, When we tender a bill ourselves we are permitted to regard 
it, and therefore we enter it, as an immediate 
payment to the receiver. But this occurs only 
Biiu Payable. ^^ condition that we honour it ; that is, buy it 
back /or cash at maturity. In this latter trans- 
action, therefore. Bills P'ble a/c receives from Cash. For reasons 
analogous to those of Art. 56 the name of the actual firm which 
finally returns the bill does not concern us. 
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Ex, — Suppose we give a bill to Or, Langham and duly honour it at maturity. 
For the former tr^saction we enter in Journal : 

G. Langham Dr. to Bills P'ble. 
At maturity, if we pay cash, we enter : 

Bills P'ble Dr. to Cash. 

If we pay by cheque, or if our bank, by arrangement, meet the bill on our 
behalf: 

Bills Fble Dr. to Bank. 

61. Exercise xiii.— Journalize these transactions (but first read the notes in 
Art. 62) :— 

1896. £. ». d, 

July 1. RecMArom A. Lomas Prom. N. @ I mo 120 

„ 2. Sent to Level Bros, our P.N. @ 2 mos 75 10 

,, 4. RecM from Low & Torr Bill @ 21 days 48 15 

,, 5. Owen & Son send us Bill @ 3 II108 96 

,, 5. £. Nutter pays us with Pirie & Ck).'s P.N. made to him ... 135 

,, 6. Pay Ken & Co. by P.N. @ 16 days 35 12 6 

,, 7. Sent Low & Torr's Bill to F. Lander as a payment 48 15 

together with Qieque 23 7 6 

,, 11. Bank Discounts Owen & Son's Bill 96 

And credits us with £94 10 

Charging Discount 1 10 

,, 12. B. Revell transfers tons G. Howe's Bill 245 

also Cheque 40 

and Cash 19 10 

„ 13. H. Fenn sends P.N. ^ 14 days 25 18 

,,14. Bank honours Bill No. 10 due this day for us 78 15 

„ 15. Discount A. Lomas's P.N. for Cash £119 

Being charged 1 120 

,, 18. Joy & Co. send Bill @ ten days 150 

„ 18. Discount G. Howe's Bill for Cheque £240 

Discount charged 5 245 

„ 24. Meet P.N. to Ken & Co. due this day in Cash 35 12 6 

,, 25. Bank collects E. Lane's Bill due this day 54 5 

„ 28. Meet B. P. No. 11 due this day with Cheque 170 

andCash 20 10 

,, 30. Receive Cash for H. Fenn's P.N. due this day 25 18 

„ 31. Joy & Co. meet Bill due this day by Cheque 1.50 

62. Note 1. — Before commencing the solution of any exerci:}e8, and occasionally 
during the working of exercises, let the learner recall and repeat the rules : 
I. The Receiving a^c is Dr. to the Delivering a/c ; 
II. Service a/cs receive Losses and deliver Gams. 

Note 2. — In reference to the following solution of this exercise, note the absence 
of names and numbers which would identify the various bills dealt with. These 
are needless here, because a special ** Bill Book " is kept, in which to record all 
particulars respecting them. The bills are therein numbered, and hence are 
sometimes referred to by number ; but we pay no attention to this number when 
journalizing. Abbreviations are often used, like P.N. for Promissory Note, 
B.R. for BUI Receivable, &c. 
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Note 3. — Leav« the laat line of eaph page of a Journal, and the top line of each 
page except the first, free. On each, lowest line place the sums of the figuree in 
the two c^nmns on that page preceded by ** Carried forward," and on each top 
line the totals of the previous page preceded by ** Brought forward." The 
totals for the two columns must always come out equal unless some error has 
occurred, in which case the work must be gone ever tiU the test is satisfied. 

Note 4. — The following solution should be used as an answer to the student's 
own attempt, and, if the latter is not oorrect or nearly so, it would be well to 
solve again before procee^ag to the next exercise. 



Solution of Exereiee xiii. — 



JOURNAL. 







Debits. 


CrediU 




1896 , . 


£. 


«. 


d. 


£. 


8. 


d. 


July 1 , Bills R'ble Dr. ' 


120 














1 To A. Lomas 1 








120 








„ 2 Lovel Bros. Dr. 1 


76 


10 











1 To BiUs Fble 






76 


10 





„ 4! Bills R'ble Dr. 


48 


16 


tr 








' To Low & Torr 








4« 


16 





„ 5 


Bills R'ble Dr. 


96 
















To Owen & Son 








96 








M » 


Bills R'ble Dr. 


136 
















To E. Nutter 








136 








,» 6 


Ken & Co. Dr. 


36 


12 


6 










To Bills P'ble 








36 


12 


6 


„ 7 


P. Tiander Dr. ; 


72 


2 


6 










To Bills R'ble 








48 


16 





i To Bank 








23 


7 


6 


„ 11 


Bank Dr. 


94 


10 













Discount Dr. i 


1 


10 













To Bills R'ble 1 








96 








„ 12! Bills R'ble Dr. i 


246 














' Bank Dr. 


40 














1 Cash Dr. 


19 


10 











i To B. Revell 








304 


10 





„ 13 BUls R'ble Dr. , 


26 


18 













To H. Fenn 








25 


18 





„ 14 


BUls Fble Dr. 


78 


15 













To Bank 








78 


16 





„ 15 


Cash Dr. 


119 





b 










Discount Dr. 


1 
















To Bills R»ble 








120 








„ 18 


Bills R'ble Dr. 


160 
















To Joy & Co. 








160 








»» » 


Bank Dr. 


240 














; Discount , Dr. 


6 














i To Bills R'ble 








246 








, Carried forward... 


1603 


3 





1603 


3 


. 
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Debits. 



Credits. 



1896 

July 24 

„ 25 



Bank 



30 
31 



Brought forward ... 1 603 
Bills Fble Dr. 

To Cash 

Dr. : 
To Bills R'ble ' 

Dr. 
To Bank l| 

To Cash 

Dr. 
To Bills R'ble , 

Dr. 
To Bills R'ble 



28 i Bill P'ble 



Cash 
Bank 



£. 
1603 
35 


i1 




54 


6 





190 


10 





25 


18 





150 








2059 


8 


6 



1603 


8. 

3 


35 


12 


54 


5 


170 
20 



10 


25 


18 


150 




8 


2059 



63. 


1896. 


Jan. 2. 




4. 
5. 

8. 


>i 


10. 


if 


11. 


»» 


15. 


>> 


17. 
20. 


ft 


23. 
20. 


>> 
>> 


28. 
30. 



Exercise xiVi — Journalize the following transactions :— 

£ s. d. 

Received from R. Keppel his P.N. due Jan. 26 85 10 

Paid Hobbs & Co. by P.N. payable after 10 daya 218 

Received of Kerr & Son Bill @ 2 months 320 

Discounted Kerr & Son's Bill for Cash 312 10 

Discount charged 7 10 

Paid Loder Brothers with Bill Receivable No. 16 146 

and Cash 15 10 

Sent V. Lockett our Bill Payable due Jan. 30 240 

together with Cheque 50 

Received from Gull & Todd P.N. at 10 days 120 

together with Cheque 50 

and Cash G 15 

Bank honoured our P.N. given to Hobbs & Co 218 

Discounted at Bank B.R. No. 17 £325 

Discount 15 340 

P. Eidd transfers to us Oddy & Co.'s Bill given to them ... 92 

R. Keppel's P.N. met with Cheque 75 

and Cash 10 10 85 10 

Bank collects Gull & Todd's P.N 120 

We meet B.P. sent to V. Lockett with Cheque 210 

and Cash 30 



64. Exercise xv. (Revision Practice, which may be oral). — Give the verbal 
portions of the Journalizing for the following transactions : — 

1. Sold Wines to H. Luker. 2. Bought Goods for Cash. 3. Paid Wages in 
Cash. 4. Received from D. Carr Cash, and allowed Discount. 5. Accepted 
Composition, paid down, of 12«. in the £ from J. Winter. 6. Received P.N. 
made to us by B. Hill. 7. Discounted B. Hill's P.N. at Bank, Discount being 
charged. 8. Bought Goods from W. Jarman. 9. Received Cheque from 
H. Luker. 10. Sold Brandy for Cash. 11. Paid for Telegrams. 12. Paid 
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Rates by Cheque. 13. Paid W. Jarman Cash, and was allowed Discount. 
14. Eeceive Cheque from Walker & Co.'s Liquidator, first and final dividend of 
7*. 6rf. in the £. 15. Paid Upton & Co. partly by Bill and partly by Cheque. 
16. Pinder & Co.'s Bill collected for us by Bar^. 17. Paid (Varies by Cheque. 

18. Received F. Law's Cheque in payment of account, less 4 % Discount. 

19. "We meet B.P. at maturity with Cash. 20. Pay H. Jessop's account partly 
by P.N., partly by Cheque, and rest in Cash. 21. Receive Y. Halpin*s account 
partly by Bill, partly Cheque, partly Cash, and rest allowed him as Discount. 
22. Buy Wines, paying at same time by Cheque. 23. Pay for small Repairs 
in Office. 24. Pay Rent by Cheque. 25. Discounted B.R. with broker for 
Cash, being charged Discount. 26. Discounted P.N. with broker, receiying 
payment by Cheque and Cash, and being charged Discount, 27. Send B.R. 
No. 20 to E. Hanlan in payment of debt to him. 28. Receive Dividend from 
Haw trey & Co.'s Trustee in Bankruptcy partly by Cheque and partly Cash. 
29. Purchase Stamps for Office. 30. Purchase Goods from W. Jarman, paying 
for portion by Cheque and Cash, and rest on Credit. 



CHAPTER Vn. 



ASSETS AND LIABILITIES. CAPITAL. OPENING 
ENTEIES. 

66. All the resources in money, property of any kind, &c., which 

a firm holds available for the purposes of its 

A98eu and business are called the Assets of that business. 

Ziabiiitua. Debts or charges of any nature which the firm 

has incurred in providing assets or carrying on 

the business, and which still remain to be met out of its resources, 

are called Liabilities, 

66. If the total Liabilities be less than the total Assets, the surplus 
is the Net Capital of ordinary Book-keeping. 
Capital, Net and This is assumed to give an estimation in money 
jHstributed, of the present value of the firm's investments 

in the business. But, just as XIO may be con- 
sidered the equivalent of a credit of £15 and a debt of £5 taken 
together, so we may think of our Capital at any time as dist^nhuted into 
the separate assets and liabilities of which it really consists after the 
firm bias commenced business operations. 
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67. The capital in this distributed condition is exactly what we 

have to continue our operations with in the new 
period, and in general we have a precise state- 

Capital Account. ^^^^ ^^ .^^ .^^^ ^^^ ^j^^ ^.^^ j^^.^^ ^^^^ ^^ 

our service at the commencement of each new 
period's accounts. Except at the first opening of the business, these 
items will, as we have already intimated, have been drawn up from the 
various accounts at the close of the former period. 

When commencing the books for the new period we have choice 
of different methods of procedure. The first is based on the idea 
that distributed capital is in the charge of a Capital Account, which 
collects all its items at the close of the last day of the former period, 
and is prepared to re-distribute them next morning to commence the 
new period with. This method can be made to answer for the first 
opening of business as well as any other. It has more formality 
about it than appears suitable to ordinary occasions ; but the formality 
is of a kind which impresses true notions upon learners, and it 
preserves well the useful idea of distributed capital. Alternative 
methods will meet with full treatment later on. 

"We therefore now adopt a Capital Account as above defined. 

68. Our first entries for a new period are called " Opening Entries,'' 

and the making of them constitutes the " open- 
OpeningoftheBoohB, ing of the books." They will relate to the 
Opening ^Bniri^s. assumed re-distribution of capital for the new 
period. This must plainly be taken as not only 
imaginary, but instantaneous. Hence the opening entries will assume 
that just then Capital Account delivers assets to, and receives liabilities 
from, the various accounts to which these belong. This leads to the 
following rule of journalizing for this stage : — 

At opening the Capital Account delivers Assets and receives Idabilities, 
It only remains to add that the items we have heen referring to as occurring in 
our opening entries are not always described as Assets and Liabilities, but some- 
times otherwise, as, for example, ** Balances from old Ledger," But they will be 
easy to recognize from their nature. 

69. At a first opening of the books, the entries might consist of Capital 
(partly in Bank), the Premises, &c., being rented. 

£x,—U., Milne opens business with capital of £1500, of which he lodges in 
the Bank £1200. 
Opening Entries will be : — 

£ s. d. £ s. d. 
Cash Dr. 300 

Bank Dr. 1200 

To Capital 1500 
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But liabilities may also exist at such a time. 

£x. — 0. Walsh opens business with £100 Cash, £600 in Bank, Premises worth 
£1800, Furniture of value £125. On the Premises £300 is still due to Gunn & Co., 
and 8. -Milman has lent £600. 

Opening Entries are : — 







£ 


8, 


d. 


£ 


s. 


d. 


Cash 


Dr. 


100 














Bank 


Dr. 


600 














Premises A/ 


c Dr. 


1800 














Furniture A 


/c Dr. 


125 
















To Capital 








2625 








Capital 


Dr. 


900 
















To S. Milman 








600 










To Gunn & Co. 








300 









Exercise xvl. — On Jan. 1, 1900, Harvey & Co. found they had — 

Liabilities. £ *. d. 

Bills payable to the amount of 518 

Due to N. Potter 95 12 8 

„ Lake&Son 119 3 

ASSLTS. 

Cash at Office 58 15 

„ Bank 375 8 4 

Bills Receivable to amount of 418 10 

Goods on hand 846 14 8 

Due by A. Jasmine 63 5 

„ Fox & Vale 38 19 2 

Journalize these particulars, beginuing with Assets. 

When the student has attempted this exercise he should compare his result 
with the following solution. The rule last given and the fundamental rule should 
be taken in careful combination and the entries grouped or classified. 

Solution : — 

JOURNAL. 









Debits. 


Credits. 




1900 








£ 


*. 


d. 


£ 


8. 


d. 


Jan. I 


Cash 




Dr. 


58 


15 













Bank 




Dr. 


376 


8 


4 










Bills R'ble 




Dr. 


418 


10 













Goods 




Dr. 


846 


14 


8 










A. Jasmine 




Dr. 


63 


5 













Fox & Vale 


To Capital 


Dr. 


38 


19 


2 


1801 


12 


2 




Capital 


To BiUs P'ble 
To N. Potter 
To Lake & Son 


Dr. 

1 


732 


16 


2 


518 

95 

119 




12 

3 



8 
6 
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70. Exercise xvii. — On July 1 , 1 900, tbey found the following state of affairs : — 

Liabilities. £ s. d. 

Due to Bank (overdraft) 69 4 8 

Promissory Note due July 10 248 

DuetoC. Muff 136 12 

„ N.Potter 83 3 10 

Assets. 

Cash in hand 28 9 3 

Bills Receivable, Nos. 12, 14 270 8 

Goods estimated nt 632 18 4 

Due by Manners & Co 81 6 8 

„ A. Jasmine 44 7 6 

„ Fox&Valo 24 12 

Journalize these items, commencing with Assets. 

Note, — In this Exercise the Bank is supposed to have allowed us to '* overdraw *' 
after our deposit therein has become exhausted. By arrangement a Bank will 
lend money in this way if satisfied that it is safe to do so. The sum thus lent is 
called the '* overdraft,'' and an overdraft is therefore a debt io Bank and must 
be included among the liabilities of the overdrawing firm, not assets. It must of 
course be journalized accordingly. 

71. When the time again arrives for ascertaining in what pecuniary 

position the business stands — in other words, 

Balance of Goods determining what the distributed capital has 

Balances Aeeount. become, and thencc the amount of the net capital 

— one step towards this will consist of obtaining 

an estimation of the value of the goods held in stock unsold at the time 

in question. This may be done by a process known as stock-taking, 

or otherwise, according to the nature of the business and the method 

of conducting it. 

This value when found has various names such as " Stock or Goods 
on hand,'' " G-oods "Unsold," " Balance of Goods." The first of these 
phrases is the most common, and, if the last one be employed, it is 
liable to some confusion with the Balance of Goods Account, which 
we shall shortly see is something quite different. Yet it possestees a 
certain advantage which we will endeavour to secure, whilst lessening 
its disadvantages, by adopting usually the term " Balance on hand of 
Stock " or, briefly, " Stock Balance." 

Such a balance will evidently be of the nature of an asset ; and we 
shall have, later on, other balances which are assets, and some which 
are liabilities. We shall find it convenient to set up a " Balances 
Account " to receive all such balances in the form of Ledger, which 
will be first explained, i • 
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Hence we dispose of Goods on hand by journalizing thus : 
Balances A/c Dr. to Goods 

For Stock Balance or Goods on hand. 

Note, — This last line is an instance of Journal " narration/' with which we do 
not in general need to concern ourselves. In this case it may serve to remove 
confusion arising in early practice from the two kinds of Balance which occur in 
connexion with Goods. 

The above Journal entry is sometimes unwisely omitted. 

When the Goods are distributed under various accounts, such as 
Tea, Coffee, Wines, &c., then each of these will have its own Stock 
Balance, and the joumidizing will become 

Balances A/c Dr. to Tea, to Coffee, <fec. 

Note. — The usual name for the account just referred to is " Balance Account." 
In this book the name is slightly varied in the belief that it is thereby rendered 
both less confusing and more descriptive. 

In Part III. will be shown methods of avoiding its use ; but these are not 
suitable for the present stage. 

72. We are now in a position to practise joumaliz'ng through the whole of 

a period from opening the books to the time for closing 

rr 1 * tPi * them again, and for this we will seek materials from the 

flZ^natmnff! l>oo^£S of C. Gamer & Co., Tea and CoflFee Merchants. 

As the student will be aware, the name of the firm will 

appear only at the head of the books. 

The materials in question will be given in a later chapter, as it is desired to 

present them immediately before solutions of a series of exercises which are 

successively founded on them. 

The exercises to be performed in connexion with these materials will be indicated in 
the text exactly at the stage whei'e it is intended that they should be performed. 

Exercise xviil. — Journalize the assets, liabilities, and transactions given in 
Art. 116. 
The abbreviation m/d should be read ** month from date." 
The Journal in Art. 117 provides a solution of the present exercise. It should 
not, of courue, be taken advantage of to save thought or trouble on the part of 
the student, who should not look at it before having made his own attempt. 
Then he may profitably compare, and, if not accurate, work over again those 
portions, at legist, which are faulty. The work to be done now by the student 
does not include the portion commencing with the " Ordinary Balances." This 
is for subsequent work. 
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CHAPTER VIII. 



THE LEDGEE. POSTING THE TEANSACTIONS OF 
A PEEIOD. 

73. In order to assist the mental operations required in the study 

of the various phases of journalizing, we have 

Accounts in supposed different classes of items to be each 

Zedger. placed in charge of a Ledger account. We 

shall now see how in the Ledger each account 
takes charge of its items by simply recording them systematically in 
two sets, one of debits the other of credits. We have already in 
journalizing settled all the difficulties which could arise in sorting 
out the two sets, as we did not wish to be embarrassed by them 
whilst engaged on work in which accuracy is very important and 
neatness is much to be desired as well. Hence the task of entering 
up the Ledger is for the most part purely mechanical. None the less 
it needs the exercise of great care. 

74. The process of making entries in the Ledger is generally 

described as " posting." We shall perform this 
Vae of the two Verbal posting from the Journal. 
Jour^naiiTipLung. '-^he Journal not only clears off posting diffi- 
culties, but also, by its arrangement, facilitates 
posting as a mechanical operation. 

Notice the two columns of which the verbal part of a Journal, as 
distinct from the numerical one, is composed (see p. 31). Every 
name down the left-hand verbal column belongs to an account 
which is Dr., and every name down the right-hand verbal column 
belongs to an account which is Or. This latter point has already 
been dwelt upon in Arts. 15-18; and those articles may here be 
reperused with admntage. 
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75. In Art. 18, the learner will be reminded that each entry in the 

Journal is intended to be taken directly as stated, 
Beading the Journal and invefi'sdy by inference. Before proceeding 

inver/iely without . x'_xj.x 'i'lii^ • a 

grouping, to our next unportant stage, it will be wise to 

go through some preliminary oral practice in 
this reading of Journal entries inversely. For this we may con- 
veniently utilize the eight examples of journalizing which occur at 
the end of Art. 20, the five which conclude Art. 24, and the whole of 
Exercise vi. in Art. 25. 

Exercise xix. — Bead inversely the three sets of Journal entries which occur 
in Arts. 20, 24, 25. 

In order that the practice required may he quite clear, we lead off with the 
first of each set. 

Art. 20U B. Watts Qr. hy Cheese. 
Art. 24. Cash Cr. hy Wheat. 

Ex. vi. Cash Cr. hy Butter. 

76. When posting to any Ledger account a group of entries from 

the Journal, or from any book taking the place 

Boating of Grouped of a Journal, the whole group is usually taken 

'^SundHes,'' in One posting and described briefly as *' Sundry 

A/cs," or still more briefly as " Sundries.*' 
Thus a classified entry like the following — 

£ s. d. £ s. d, 

H. Denhy Dr. 55 

To B. R»ble 40 

To Cash 12 10 

To Discount 2 10 

when posted to H. Denb/s account would be read as " Dr. to Sundries 
£55. 08. Od.'' 

Observe that such a posting cannot be taken inversely ; for " Sun- 
dries Cr. by H. Denby " would require a Ledger account for Sundries ; 
which would be absurd with the meaning we are assigning to the 
word. On this point learners sometimes fall into confusion. In- 
versely we must make three postings, namely, " B. E'ble Cr. by H. 
Denby," " Cash Cr. by H. Denby," and " Discount Cr. by H. Denby." 

On the other hand, we may have in the Journal such an entry as 

Wines Dr. £33 

Brandy Dr. £18 10 

ToGurdon&Oo. £51 10 

On the same principle as before, there will be separate direct postings 
to Wines Account and Brandy Account ; but a single inverse posting 
to Gurdon & Co.'s Account, namely " Cr. by Sundries ^51. 10s. OdJ' 
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To gain some special object we occasionally post grouped Journal 
entries as if Ungrouped. This merely requires the single common 
account to be repeated during both direct and inverse postings. 

Note. — Remember the signification of " Sundries " when used in posting 
should be ** Sundi-y Accounts^''* not sundry articles or things. 

77. Exercise xx. — Read, applying when possible the term ** Sundries,*' the 
postings from the entries in Aii. 62 for July 7, 11, 12, 15, 18 (the one grouped), 
and 28 ; first directly, then inversely. 

For further practice use the Journal of Art. 117> 

78. To render more evident the description of this article the 

learner may, whilst reading it, glance over the 
Arrangement of Ledger accounts which will be found in later 
^^^'^VLl.u!^^'^'' chapters, as weU as that in Art. 79. 

The arrangement of an account in the Ledger 
requires two pages (which nlake one folio) to be taken opposite each 
other, the one on the left for postings of debits, that on the right for 
credit postings. To economize space in this treatise the whole folio 
of debits and credits is represented on one page, the left Aa^ repre- 
senting a page of a real ledger, and the right half the opposite page 
to it. On the left is placed Dr., which precedes a statement of the 
various other accounts to which this particular account has become 
debtor at the respective dates prefixed. On the right is placed Cr., 
which precedes a statement of the various accounts by which this 
account has become Cr. at the respective dates. 



79. The following is an example of such an a/c : — 

BILLS RECEIVABLE. 

Dr. 



Cr. 



1896. 

July 1 . To A. Lomas 

,,4. ,, Low & Terr 

jj 5. ,, Owen &Son 

,, ,, „ E. Nutter 

„ 12. „ B. Revell 

„ 13. „ H. Fenn 

,, 18. „ Joy & Co. 



£ 


s. 


120 





48 


15 


96 





135 





245 





25 


18 


150 






1896. 
July 7. 
„ 11. 
„ 15. 
„ 18. 
„ 25. 
,, 30. 
„ 31. 





£ 


8. 


By F. Lander 


72 


2 


,, Sundries 


96 





,, Sundries 


120 





,, Sundries 


245 





„ Bank 


54 


5 


„ Cash 


25 


18 


„ Bank 


150 






d, 
6 









The headings " Bills lieceivable " and " Dr." are to be read with 
each posting on the left ; thus : Bills E*ble Dr. to A. Lomas, Bills 
E'ble Dr. to Low & Torr, and so on. Now turn to the Journal in 
Art. 62, and observe how these postings may be picked out of the 
entries there when running down the left-hand column. 
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The headings " Bills Eeceivable " and " Or." are to be read with 
each posting on the right of the a/c ; thus : Bills ETble Cr. by F. 
Lander, Bills E'ble Cr. by Sundries, and so on. Turning again to 
the Journal of 62, note how these postings may be picked out when 
running down the right-hand column and reading invei'sely. 

The foregoing procedure may be adopted when posting any a/c in 
the Ledger from the Journal, and is specially suitable for examination 
practice. It may be described as posting Ledger a/cs consecutively. 

It is not difficult to see how posting may be done by taking the items of the 
Journal consecutively ; but this would usually involve excessive turning over of 
the Ledger folios. 

80. Exercfae xxi. — From the Journal of Art. 62 post a/cs for Bills Receivable, 
Bills Payable, Cash, and Bank. (See next Article.) 

The first of these may, of course, be verified by comparing with the a/c of last 
article. The others should be obtained and arranged m the same way. 

81. The student may before commencing Exercise xxii. again take a sur- 

vey of the Ledger which is given in Chapter xii. If he 

does not possess paper ruled suitably, he should proceed 

'^tO^ Taper, ^ ^^^ ^^^ himself a quantity of post quarto or foolscap 

' sheets on a similar plan, allowing sufficient room for each 

account. Generally speaking, beginners rale so badly 

that a certain amount of ruling practice at first may be considered profitable ; but 

books or sheets of paper already ruled should before long be kept in hand for 

ordinary use, in view of the saving of valuable time thus effected. When ruling, 

learners should remember to make the lines thin and even, to double a thin line 

in place of making a thick one, and to get the widths for £. «. d, appropriate to 

the figures to be provided for. 

In order to save space we are not at present showing a certain narrow column 
which will probably be found, for purposes of reference, in sheets already ruled. 
If time permits in examination work the student should, in this column and in 
the same line with the name of each account which occurs in the Journal, fill in the 
number of the folio in the Ledger where that account is to be found ; and in the 
Ledger give similarly with each posting a reverse reference to the folio or page 
of the Journal whence it has been posted. In practical Book-keeping tbis process 
is important, but easily learnt. 

82. Exercise xxii. — Form and post a Ledger from the Journal given in 
Art. 117 up to the ** ordinary Balances." 

The Ledger which follows the Journal referred to should be used as a means 
of correction, but the practice should be repeated until each account has been and 
can be posted readily from the Journal at sight. The postings now required will 
not include any of the balances. 
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CHAPTER IX. 



TEIAL BALANCE, BALANCES Of ACCOUNT. 
STOCK BALANCE. 

• 

83. After having posted a large number of figures it becomes a 

matter of question whether any mistakes have 
Teat for Accuracy of been made in the process. Accuracy, indeed, is 
Foating, go important, that, after posting all the trans- 

actions of the period in hand, we proceed at 
once to take steps to test the work thus far accomplished. 

Eemembering that every sum posted to the debit of any account 
should also have been posted to the credit of some other account, the 
test employed is to obtain the grand total of all the debit postings, 
and the grand total of all the credit postings, and to compare them. 

Further, we have previously obtained in the Journal the grand 
totals of the items which ought to have been posted, and we therefore 
also turn to the Journal and compare with the results given there. 
If all these totals come out equal, we conclude that there is a vei^y 
strong jn'ohaMlity^ or what is called a *' practical certainty," that no 
mistakes have occurred so far. 

84. The method by which the grand totals of postings are obtained 

is not quite direct, and requires some explan- 
^ , . „ . ation. Instead of adding up debits right through 

Trial Balance, xi. x j c R, x j j j 

the Ledger, so far as they are entered, we add 
them for each account separately, and then add 
together the lesser totals thus found to obtain the grand total. The 
same thing is done for the credits. 

By this means we gain a double object ; as we require all these 
separate totals themselves for other purposes. 

Por readily adding them all together, it will be most convenient 
to have them copied out on one page or sheet of paper. Accordingly, 
it is usual to make such a list of afl the accounts in one column, and 
in line with the name of each account place its totals of debit and 
credit postings (see Art. 119). We then calculate the grand totals 
referr^ to in the last article, and, if they turn out equal, we say 
they balance each other. On this account the whole page or sheet 
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is called the Trial Balance. If the two amounts are the same as 
those of the Journal up to this point, the test is satisfactory, but 
not otherwise. 

In order to make these statements quite clear, the student may 
now glance over the Trial Balance given after the Ledger in Chap- 
ter xii. ; only it is necessary to warn him that more is given on that 
page than is required for an ordinary Trial Balance such as we have 
described. He must at present leave out of consideration the two 
outside columns of figures. The remainder is all we want for present 
purposes. 

For the mechanical work of compiling from the separate accounts the totals 
which we have been referring to, two methods may be followed. They may be 
reckoned and noted at the foot of each account in lead pencil, and copied thence 
afterwards ; or they may be written down on the Trial Balance sheet direct, as 
they are calculated. After a little practice and with some skill in manipulating 
the sheet on the face of the Ledger, the latter practice should be safe enough, 
and will gain time. The amounts will nil come back to the Ledger in due 
course after they have been verified, and can be put in ink in their proper places 
direct. This will save the pencillings in the Ledger, and need not be done now. 

Kote, — In working the next exercise, the student is reminded that he is only 
expected to reproduce the two middle columns of the Trial Balance on page 67. 
After ascertaining clearly what he has to do, he should not compare figures with 
that page until he has finished his own attempt. 

85. Exercise xxiii. — From the Ledger which has been compiled in working the 
last exercise construct a Trial Balance. 

This should be taken irom the student's own verified Ledger, and not from 
that in the book ; as the fig^es of the Ledger in the book which are in italiof 
include the results of a large part of the work called for in this exercise. 

86. On the Trial Balance sheet (p. 67) observe that in each line 

the outside balance on one side and nothing on 
Teat of Poatinn by the other are obtained by subtracting from each 
Short Trial Balance, central total the amount of the smaller one. 

Thus in Capital we obtain Dr. and Cr. 
balance ^610. Os. M. by subtracting from each total X381. 65. M. ; 
and in Cash we obtain Dr. balance £S2. 5s. Sd. and Cr. by taking 
^91. 2s. ed. similarly. 

The same is true all the way down, except that the process gives 
no remainder for either side in three accounts. 

Hence to form the columns of balances we take as much from one 
set of totals as the other. But, if equals be taken from equals, the 
remainders are equal. Hence the sum of one column of balances 
should equal the sum of the other. 

In actual business it is common to replace the Trial Balance of 
Ledger totals by two such columns of Ledger balances only ; for, as 
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one reason, a large number of accounts may balance themselves — like 
E. Allan's — ^and thus may be passed over. Such a trial balance we 
will call a " Short " Trial Balance. 

Certain points respecting a Short Trial Balance call for immediate 
notice. 

1. The totals do not equal those of the Journal. Their own 
equality is the test of the posting, and is usually considered sufficient. 

2. This test may be applied at any time to the Ledger^ and in 
actual business would, generally spealang, not consist of the precise 
balances shown on page 67. 

3. The balances comprising it must be reckoned on the face of the 
accounts in the Ledger from which they come, although they may 
be written as calculated on the Trial Balance sheet direct. 

In this reckoning skill should be cultivated, as elsewhere, to minimize the 
trouble. For example, a brief glance at the two sides of an account generally 
shows which has the balance. This should be added first ; then a knowledge of 
complementary addition would add up the other side and give the balance sought 
in one operation. If this balance be entered direct on the Trial Balance sheet 
as computed, and only transferred back on the test turning out favourable, some 
useless pencil work in the books may be avoided. 

4. Certain sorts of errors are not detected by either Trial Balance ; 
for example, exchanging sides in posting, and also posting in wrong 
account but right side. 

Short Trial Balance will, also, not detect passing over Journal 
entries when posting, nor posting the same entry more than once. 
Note, — For Trial Balance T/B may be written. 

87. Exercise xxiv. — From Ledger or from student's own Trial Balance 
obtain direct a short Trial Balance. 

For test of accuracy compare with outer columns of Art. 119. 

86. Like many other technical terms, 'balance* has its dual 

signification, if not more than that. In the 

* Balance* and its title 'Trial Balance' it denotes equality of two 

dual signification. separate amounts, and is comparable to the 

equality, as regards weight, of the two bodies 

which occupy the scales in an ordinary tradesman's balance, one of 

which is being weighed or balanced by the other. 

But the same term * balance ' assumes a secondary meaning when 
we apply it to separate accounts in a Ledger; which secondary 
meaning, also, is not uncommon in ordinary speech on general 
topics. 

"When the two sides of a separate account come out equal in sum 
the account is then said to balance, or its two sides to balance each 
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other, just as in the case of the Trial Balance. But, if they do not 
come out equal, the difference between them, or the sum which must 
be added to the smaller total to equalize it with the larger, is also 
called the balance of the account. But this sum is evidently equal 
to that by which the greater total exceeds the smaller ; which fact 
usually furnishes the basis on which the balance of an account is 
defin^. 

Dtf, — The balance of a ledger account is the amount by which 
the total on one side exceeds that on the other. It is called a debit 
or credit balance, according as the total of the debits or of the 
credits is the larger. 

Note, — ^The singular resnlt follows that an a/c balances when it has no 
balance. 

87. In posting a goods account, the secondary meaning of balance is 

applied twice and in different ways. It firstly 
Two seeondary represents, as before said (Art. 71), a valuation 

Balances of Goods. Qf tj^g goods remaining on hand unsold. These 
goods having been received into Stock and not 
yet given up, their v^ue is here^ter classed as a debit balance; but 
it is not a balance of account, which means a balance of a Ledger 
account. 

After this balance of Stock has been posted in the Goods Account, 
there is the balance of that account still to calculate. 

On reflecting it will be seen that it is only in goods accounts that 
two such balances are possible. The charges for outgoing goods 
have, of course, to contain those for the ingoing, along with both 
expenses and profits. 

88. The definition which has been given itself suggests an obvious 

and easy mode of obtaining the balance of any 

^^Baian^o/zed er *<5^^^** I* ^^^ ^^^o be clear enough that on 

Aeeounu, ^ the Trial Balance Sheet we have the various 

totals to hand in convenient contiguity for the 
needful subtractions which will give all the balances that happen to 
exist. 

In order to utilize the Trial Balance for this purpose we may 
simply bring the lead pencil into requisition and note ligMy in 
small figures, which may be easily rubbed out afterwards, the 
balances under the respective amounts in the debit and credit 
columns to which they belong. Thus the credit balance ^92. 4^. Sd, 
of Tea Account on p. 65 might be put under the credit total 
£438. 12«. Sd, to which it belongs. This method answers well 
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enough, more especially when other columns cannot conveniently be 
put on the same sheet, as in some examination papers. When the 
books finally balance these lead pencil entries should be cleaned off. 

If there be room enough on the sheet, and no objection otherwise, 
instead of the course just described, two more columns may be 
formed, besides those required by the Trial Balance pure and simple. 
These will be found in the Trial Balance in Chapter xii., p. 67 ; and 
in them are placed the balances before referred to. They are in 
italic type; but this is simply to facilitate our discussion of the 
topics of both this and the next chapter. The student need make 
no such distinction in writing. 

89. Exercise xxiv. — From the Trial Balance constructed in working Exer- 
cise xxi. , and which has been verified by comparison with the one in this book 
on p. 67) calculate balances of account for all the accounts named thereon except 
the first and the last two ; and insert them in pencil on the same sheet, 

^ote,— This is to be worked from the student's own copy of the Trial Balance. 
It can then, of course, be tested by comparison with the balances given on p. 67 
in the book. 

The reason why three accounts are excluded from this exercise will appear 
shortly. On the Trial Balance in the book figures in smaller type are to be 
ignored. We shall not want them for some time. 

When the debit and credit totals balance each other, no other balance, of 
course, occurs. 

90. Hitherto the books have recorded the incidents of the business, 

and are in a position to inform us of its relation- 
Generai Survey of ship with external firms. We now enter upon 

Ftuure Studies. operations which are intended to inform us what 
the business has done for us, or what its present 
condition is in relation to ourselves. 

At this stage it is necessary to recognize that different systems, 
possessing more or less different theories, exist for carrying out these 
important operations, and it is desirable to present separately the 
special principles of each of those which require attention from 
students. When thus taken there is no particular difficulty in 
grasping the nature of each, and it is also much easier to follow the 
course of methods which combine features of one or more of them. 

We commence with two varieties, differing but slightly from each 
other, in which the process of "Double Entry'' is consistently 
adhered to throughout. Por a reason which will be best seen after 
they have been studied, they will be described as Cyclic Systems. 

When these are understood, it will be easy to pass from them to 
important modifications of them, which will be treated of under the 
title of ContinTions Systems. 
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CYCLIC SYSTEMS. 



CHAPTER X. 



SUMMAET ACCOUNTS. OEDINAEY ACCOUNTS 
BALANCED THEOUaH JOUENAL. 

91. The manner in which we have displayed the balances on our 

Trial Balance Sheet will help in the considera- 
^^n^^o^be eoSeeted *^^^ ^^ *^® matters that now claim attention. 
again. It will be remembered that the balance of 

the Capital Account is to be passed over. This 
balance in the present case is simply what it was at the opening of 
the books. 

Capital Account hitherto has only recorded the totals of the assets 
and liabilities distributed at the beginning ; these distributed parts 
have been modified in the course of trade, and the time has 
arrived for concentrating them again and carrying their present value 
back to the Capital Account for ready comparison with the initial 
value. 

92. It may next be pointed out that the balance of the Balances 

Account is not to be noted at present, and 
The Function of here we may state the precise function of that 

Balances Account, account. It is intended to collect for us the 
various items of distributed Capital as existing 
at the close of the period in hand. 

These items will still consist of assets and liabilities. It has been 
judged most convenient to have already placed certain assets therein ; 
which consist of stock balances or of Stock on hcmd. Such balances 
are, as we have seen, distinct from other balances we have to 
deal with, which are all balances ofaccoimta; and they have to be 
placed in the goods accounts before the balances of those accounts 
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can be calculated. By the course we have adopted balances of Stock 
not only find their way into the Balances Account where we require 
them to be ; but also at such a stage as enables us to calculate at one 
and the same time all the Mances of account. If they had not been 
thus introduced, then the balances for goods accounts, as shown on 
Trial Balance, would not have been the true balances of those 
accounts ; and the latter therefore would still require calculation. 

In addition to balances of Stock, some of the balances of account 
shown on the Trial Balance Sheet constitute assets or liabilities ; and 
are therefore distributed portions of present capital. As we noted 
at the opening of the books, the Assets will embrace Cash, Bills 
Eeceivable, and l)alances due to us from customers ; whilst Liabilities 
will include Bills Payable and balances owing by us. 

Hence we may say Balances Account takes charge of balances 
consisting of Stock, and also balances of such accounts as relate to 
the various forms of money or to persons. This it does by receiving 
assets and therefore delivering liabilities. 

As in the monetary and the personal accounts each amount 
debited adds to assets, and each amount credited diminishes them, 
it follows that, in such accounts, debit balances will constitute assets, 
and credit balances will form liabilities. We therefore arrive at 
the rule : — 

Balances Account, in addition to stock on hand, receives debit 
balances of money and personal accounts and delivers credit balances 
of the same accownts, 

93. We finally note that no balance is to be stated for Profit and 
Loss in the Trial Balance Sheet we now con- 
llTfZofBaFan^l struct. This is becausc, like the Balances 
from its SubHdiary Account, it is as yet only partially filled up. At 
this stage we desire to collect all losses and 
profits together, and this is the account which should then take 
charge of the whole. The remaining accounts which we have not 
yet referred to are all goods or service accounts, and all give balances 
which are either losses or profits. A debit balance of either a goods 
account (not goods on ha/nd) or a service account is so much loss ; as 
that account has then absorbed so much more money or money value 
than it has produced. The converse is, of course, equally true, that 
a credit balance is so much gain. 

Hence remembering the function already assigned to Profit and 
Loss Account, we come to a rule for completing it as follows : — 

Profit and Loss Account receives debit balances of Goods accounts 
and of Service accounts cmd delivers credit balances of the sams. 
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94. It will now be clear that Balances Account and Profit and 
Loss Account both act as collectors of results 
Sunimarizing from others ; and for that reason we term them 
Accounts, sumina/rizing or * summary ' accounts, as dis- 

tinct from ordinary accounts. We shall soon 
see that their own results are finally collected by Capital Account. 
We have thus two stages of summarizing, resulting in what we may 
call the fined sunmta/ry which is found in Capitol Account when 
closed. 



95. We have seen that Balances Account and Profit and Loss 

Account have not yet completed their func- 

"^VimiZ^^M^^M^f *^^^®- "^^^^^ principal duties, indeed, have yet 

Account. to come. The balances they receive and deliver 

need posting. 

On this point the question arises : Shall we post direct from these 
balances as shown on the Trial Balance Sheet, or in the Ledger, or 
shall we pass all the assumed collecting transactions of these two 
accounts through the Journal? Both methods are in use and need 
illustration ; while the latter is the more suitable for the present 
stage. We now therefore treat these operations of pure Book- 
keeping as if they were operations in trade, and apply to them 
exactly the same rules of journalizing and posting, as well as the 
two special rules which have just been arrived at. 

It follows then that we have now to enter on a second course of 
journalizing, and afterwards a second course of posting ; and that in 
these we are to record what are called transfers of bahtnces from all 
accounts which have been found to possess them to the two summar- 
izing accounts. We will continue to call this first set of balances the 
m'dina/ry balances of account. 

As we have seen, these balances are to be divided between 
Balances Account and Profit and Loss Account, in a manner which 
has been explained ; but which is further indicated on the Trial 
Balance Sheet, p. 67. Such indications are not expected on the 
student's own Tnal Balance Sheet. 

As all debit balances fall in one column, and aU credit balances in 
the other column, of Trial Balance, they are easy to distinguish even 
when one does not assign them, as we have done, to separate columns 
of their own. Hence we can easily group them in the journalizing. 
This should be done in the Journal already compiled in working 
Exercise xxii., continuing it immediately after the closing totals of 
the first journalizing, p. 61. The student on glancing over that 
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page, will follQW the process readily from his previous practice in the 
same kind of entering. He should afterwards work over the whole 
again as required by the next exercise. 

The process just referred to is often described as passing the 
** finishing or closing " entries through the Journal, and for a 
reason which will shortly appear. 

96. Exercise xxv.—Journalize the balances of the ordinary accounts deter- 
mined in the last exercise. This is otherwise expressed by saying : Pass the 
finishing or closing entries of the ordinary accounts through the Journal. 

The work now done may be remembered as constituting a second course of 
journalizing. It does not, of course, include any dealing with the summary 
balances. 

97. It is now a simple mechanical process to post the ordinary 

balances from the Journal, just as previous 

roating Ordinary entries in the same book have been posted. To 

Balances. assure himself respecting it the student should 

simply make orally a few of these new postings 
at sight of the Journal, testing each as made by looking for it in the 
Ledger of Chapter xii. ; where he w ill find the figures printed in 
italics in order to distinguish them from postings which precede 
and others which follow. This wiU bring us to the next exercise, 
which should be done in writing and without comparison with p. 61 
till finished. 

Exercise xxvl.— Post the ordinary balances or closing entries of the ordinary 
accounts from the Journal. 

98. The next step to be taken is to add up the two sides again of 

each ordinary account in the Ledger, including 

cioHng Ordinary the new postings. If no mistake has been 

Accounts, made since Trial Balance was taken, all of these 

accounts which did not balance then will now 
be found to do so. This is the reason why the postings just made 
are often called finishing or closing entries ; and the accounts them- 
selves are said to be now closed. The equal totals now found in each 
ordinary account are to be entered at the foot of each of its columns ; 
but it must be noted that these same totals are to be placed in the 
same horizonkU line. In most cases this will leave one or more lines 
on one side unused. Across these a sloping line is ruled ; which 
blocks their future use for any purpose. This and other final rulings 
may, however, be left till the remaining accounts have been dealt with 
in the manner to be detailed in Chapter xi. ; so that all rulings off 
may be taken at one time. 
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CHAPTBR XI. 



BALANCES OF SUMMARY ACCOUNTS AND THEIE IN- 
TEEPEETATION. FINAL JOURNALIZING AND POST- 
ING. CLOSING OE FINISHING ENTEIES. 

99. For reasons given at the time, we assigned losses to the 

debtor side and gains to the creditor side of 

BaianeeM of Profit Profit and Loss Account. That account having 

2r«ei^r*«ed?*'^'***** now been completely posted, the debit total will 

be the total of losses, and the credit total will 
be the total of gains. If the total of losses be the greater, its excess 
over that of gains is called net loss ; in the opposite case the excess 
is net gain. It will be evident that a debit balance occurring in Profit 
and Loss Account shows that the business of the period embraced, 
taken as a whole, has resulted in loss ; and the amount of this debit 
balance is the amount of the loss. A converse statement will clearlj 
apply when a credit balance occurs. For brevity we may therefore 
say — 

In Profit and Loss Accou/nt, a debit balance shows loss, and the 
amount 0} such bala/nce is that of the net loss ; whilst a credit bala/nce 
shows gain and ammmt of net gain. 

100. On referring back again it will be found that the Sundries 

debited to Balances Accoimt include all our 

Balance of Balance* present assets, and those credited include all 

inte^^ld, o^ present liabilities. If the assets exceed the 

liabilities, the firm is said to be solvent^ and the 
amount of the excess is called net Capital; but, if the liabilities 
exceed the assets, the firm is insolvent, and the excess is called net 
UabUitj/, It follows then that a debit balance occurring in the 
Balances Account shows that our firm is solvent, and the amount of 
that balance is the amount of its net capital at present ; whilst a con- 
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verse statement will hold when a credit balance occurs. Hence for 
brevity we may say — 

In the Balances Account^ a debit balance shows solvency a/nd 
amount of net capital ; whilst a a'edit balance shows insolvency and 
amount of net liability w deficit, 

101. The balance of P. & L., whether profit or loss, shows net 

change which has occurred to Capital. A profit 
Closure of increases Capital in the business just as an 

r. A X. Ale, advance to it by the owner or owners would ; 

and it is therefore disposed of as delivered by 
Capital A/c. For the opposite reason a loss is treated as a with- 
drawal by Capital A/c. Hence : — 

If balance of P, d: L, A/c be debit, Capital receives it; if credit, 
Capital delivers it. 

102. When the effect of profit or loss on Capital has been thus 

allowed for, the credit balance therein will show 
Cioaureof**tiie present net Capital. But a debit balance of 
Books.** Balances A/c shows the same thing. 

Since these balances are on opposite sides of 
their a/cs, we may close either of them by transferring to it the 
balance of the other. 

The present course will be to close the Balances A/c by transferring 
its balance to Capital A/c ; and the rule for this will be : 

If balance of Balances A/c be debit, the Capital A/c receives it ; if 
credit, Capital delivers it. 

The effect of this operation will be that Capital A/c closes itself ; 
and, as a matter of form, the whole of the books will now be closed. 
The next and every succeeding period will be opened and closed by 
Capital A/c in precisely the same way as the first. 

For this reason the present method may be described as a pure 
Cyclic Method, and also as the Cyclic Method in which Capital A/c 
is dominant. 

103. Furnished with the rules just given we return to the Journal 

for the third and last time, and " pass through'' 

Capital Aeeount i* o^^ last entries — only two in number. These 

closes itself. will be found in the Journal, p. 61, he^ed 

"Summary Balances.*' They are next, of 

course, posted ; and these fnal postings will be found in Ledger, 
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pp. 62, 66, indicated in dark type. Balances Account and Profit and 
Loss Account should now close. Further, as we have seen, Capital 
Account should balance at the same time without further postings ; 
and the fact is generally expressed by saying that 

The Capital Account closes itself. 

This automatic closing of Capital Account constitutes a final test 
of accuracy, and answers for the work done since the Trial Balance. 

104. The Balances Account now records the condition to which 

the assets and liabilities of distributed capital 
General View of have been changed by the trading operations of 

Wunetion» of sum- .i • j • j. i • ^ t 

mary Aeeounts. the penod ]USt closmg. 

The Profit and Loss Account has collected 
the changes themselves of every kind which are responsible for the 
differences between the initial and the final conditions of the 
capital. 

The Capital Account, now closed, furnishes a summary of capital 
to begin with, a summary of the changes made in it derived from 
Profit and Loss Account, and a summary of its value as it now 
exists, and as it will be passed on to begin the new period with, 
derived from Balances Account. 

The manner in which Capital Account closes very suitably 
terminates the beautiful cycle of processes which constitutes the 
system of Double Entry Book-keeping in which Capital A/c dominates. 

105. It only remains to rule off in ink the various lines so far left 

in pencil or omitted, and to clean off pencil 
^*Buiing off*** marks and leave the work in as clean and neat 
a condition as is possible. 

106. The entries and postings treated of in this chapter should have been 
followed by the student in the articles referred to. The small temporary calcu- 
lations of the final stages are simple and are not shown. They are done with 
when their results have been verified and used. 

But the student should go over the work again in his own Journal and Ledger, 
and this will constitute the next exercise. 

Exercise xxv. — Obtain balances of Balances Account and Profit and Loss 
Account, pass them through the Journal, and then post them. 

These balances will not be journalized from the Trial Balance, as they will not 
be found there, but from the determinations pencilled in the Ledger on the 
accounts concerned. The postings now made are inserted in the Ledger in this 
book in darker type in order to call attention to them ; but the student need not 
make any difference of this kind in writing up his own Ledger. 
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CHAPTER XII. 



BALANCES ACCOUNT AND BALANCE SHEET. 

EXAMPLES OF COMPLETE CYCLE OP PUEE DOUBLE 

ENTRY METHOD. 

107. We have now completed the record which will suffice for the 

information required about the business by any 

Suntmary Needs of member of the firm who is conversant with the 

rroprietora, books. When in the Summary or other accounts 

the word " Sundries '* does not furnish the in- 
formation he may desire to see at any particular moment, he knows 
where to turn to for the details. The reference figures which are 
given, in actual Book-keeping will help him to find at once the book 
and the precise page or pages where such details are entered. 

But many firms, companies, &c., have to place a periodical view of 
the state of affairs before a body of persons — owners, directors, share- 
holders, &c. — who cannot conveniently have access to the books, such 
as shall disclose not only the estimated net value of the capital, but 
also its present distribution so far as regards leading items. To obtain 
such a statement it is merely necessary to develop the Balances 
Account by posting it from the Journal without " classification " of 
the accounts under the term " Sundries." If there be many accounts, 
as in any large business, we may re-group them into sets and state 
the nature merely of each set. 

108. To make these points clearer we now turn to the Journal 

again, p. 61, and post a new Balances Account, 

Detailed Baianees ^^^i ^^ ^^^ present case, as there are but few 

Account, accounts concerned, we will allow all of them to 

appear, but placed in sets according to nature. 

As this form of the Account is intended for persons who may not 

be skilled in Book-keeping, we also introduce the headings " Assets '' 

and " Liabilities '' for its respective sides. 
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The Balances Account we thus arrive at will be found on p. 69, 
and at this stage the student may be trusted to gather an accurate 
idea of its construction by simply comparing it with the entries in 
the Journal which concern Balances Account. He may then re- work 
the whole on a sheet ruled suitably, and to emphasize the value of 
this performance it will be set formally as the next exercise. 

109. Exercise xxviii. — From the Journal of this chapter construct a detailed 
Balances Account. Correct hy comparison with that which occurs in the book, 
and re- work unless quite accurate. 

110. The document thus provided possesses every feature which 
„ , ^ ^ . is considered essential when providing a view 

Balances Account aa « ., j» . •! .• p i^ -i. y p i 

a rSaumS, accepted of the distribution of Capital for general pur- 
aa^um^nt, poses, and is accepted as appropriate thereto in 

all foreign commercial countries. It has 
the advantage of being an integral part of the ordinary books and of 
introducing nothing therein which is incongruous with the rest of 
the contents. Any risk of misinterpretation by persons not under- 
standing the rules of Double Entry Book-keeping may be obviated 
by the simple expedient, which we have adopted, of heading the two 
sides of the Account with " Assets " and " Liabilities " respectively. 

111. In this country, however, it is the general custom to 

adopt in place of the detailed Balances 
Balance Sheet and Account a modification of it, in which ' the 

Trtie Poaition, Only material change is very slight but yet 
important, because it places the document then 
obtained entirely outside the rules which govern the construction of 
every other document connected with the keeping of the books by 
Double Entry. It is only by accepting it as such that we can avoid 
needless contradiction and possible confusion. Fortunately its name 
is at the same time usually modified, becoming Balance Sheet, and 
the learner should avail himself of this fact in order to impress on 
his memory that it is not a Balances Account. 

Before discussing the subject further it will be as well to point out 
that, in order to be quite clear, we have placed in this chapter next 
after the Detailed Balances Account the usual English substitute for 
it, namely, a Balance Sheet, showing the same items of account. The 
student should examine the two in order to discover for himself the 
differences. He will find, firstly, that Assets and Liabilities have 
exchanged sides, and, secondly, that neither Dr. nor Or. appears on 
the Balance Sheet, The change in order of items is merely a variation 
at wilL 
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Balance Sheets, however, often occur without the second change 
being made, that is, which show " Dr." and " Cr/' in their usual 
Ledger positions. If this is meant to indicate that the Balance 
Sheet falls into line with the accounts of the Ledger, it is altogether 
wrong. 

Other Balance Sheets are occasionally seen in which " Dr." and 
*' Or," have crossed over along with the other matter. This obviates 
the theoretical objection, but introduces the practical one that 
chance of confusion arises about positions of the same abbreviations 
elsewhere. 

It is best, as before stated, to consider the Balance Sheet, so long 
as we must use it, as a document essentially apart from the rest of 
the books, and therefore needing no such connexions with them as 
Dr. and Cr., which are more than mere signs of reference. 



112. The detailed Balance Account which has been considered 

has its interest as exhibiting an important 

Construetion of a feature of foreign Book-keeping, and also its 

Balance Sheet, ^gg ^g helping to fix on the mind the precise 
nature of an English Balance " Sheet." 

So long as common English usage remains as it is, the student will 
not require to draw up the former in future, but will often need the 
latter. The next question therefore is how a Balance Sheet is most 
easily and expeditiously made out. 

Again comparing the two forms we have been speaking of, it will 
not be difficult to see how a Balance Sheet may be drawn up directly 
from the Journal, when that book has the closing entries or balances 
of the accounts passed through it as in Part II. of this book. When 
it has not the same balances will simply require to be collected from 
the various accounts in the Ledger. 

Omitting Dr. and Cr., the student will commence with the head- 
ings " Liabilities " and " Assets " on the left and right respectively. 
The filling in will then only depend on his rightly understanding 
which of the closing balances belong to the one class and which to 
the other (see Art. 92). We will only add here that Service 
Balances are not to be considered ; and of the rest the nature of 
each should now sufficiently disclose whether it is a liability or an 
asset. The subject will be further elucidated later. 

113. Exerciae xxfx. — Draw up Balance Sheet directly from the closed 
accounts of the Ledger given in this chapter (Art. 118). 

The order of the items may accord with that of the accounts in the Ledger. 
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114. It frequently happens that a detailed Profit and Loss Account for a 

period is drawn up with its items more or less in sets as 

on a Balance Sheet. Its name is then sometimes 

Revenue Sheet, changed to Bevenue Account or Revenue Sheet. In 

this case, however, no liherty is taken as a rule with 

the positions of the items hy crossing them over from 

the one side to the other ; so that no special discussion in regard to theory is 

called for. The variations of order and grouping, idso, offer no difficulties when 

the requirements of the case are known; and indeed may not occur at all. 

Under these conditions nothing prevents the Revenue Sheet from remaining a 

true Profit and Loss Account in organic connexion with the rest of the Ledger. 

The case will be altered if, as occasionally happens, the Profit and Loss 
Account is reversed to form the Revenue Sheet. It then becomes outside the 
Ledger like the Balance Sheet ; and should not have Dr. and Cr. attached in 
their Ledger positions. 

115. We now give the books and documents which have been under con- 
sideration for some time back. The reason why they are placed consecutively 
here has been explained already (Art. 71). They are intended to give a general 
idea of the papers which are required to be worked in elementary examinations. 
It should, however, be added that they are, from that point of view, very long ; 
and the reason is that it has been desired to illustrate therein a considerable 
range of ideas within moderate compass for future reference and revision. 
Future exercises will be on the scale of such as are usually set in examinations ; 
but it may be added that in some examinations much more time is allowed than 
in others. 



116. C. GARNER & CO., Tea and Coffee Merchants. 

The Balance Sheet of this firm for December 31, 1900, gives— 

Assets.— Cash at Office, £75. 11«. 9^. ; at Bank, £219. 5«. 6d, ; Bills Receiv- 
able, No. 29, due Feb. 20, £48. 10«., No. 30, due Feb. 28, £60 ; Goods on hand 
(in Stock): Tea, £230. 5».; Coflfee, £195. 10«. ; Due from V. Bird, £52. 9». 6d. ; 
Hetton & Son, £81. is. 3rf. ; T. Hebden, £28. 11». 

Liabilities.— Bill Payable, No. 18, due Jan. 10, £105 ; Due to H. Ghtrside, 
£63. 7«. 6^. ; Rassam & Co., £212. Us. 9d. 

The Transactions of January, 1901, are : — 

1901. £ s. d. 

Jan. 1. Drew from Cash for Petty Cash 30 

„ 2. Sold V. Bird, Tea £23 5 

Coffee U 12 3 37 17 3 

„ 4. Discounted Bill No. 30 at Bank for 58 10 

Discount charged 1 10 

„ 5. Bought for Cash, Coffee 25 

„ 7. Received from V. Bird, P.N. @ 14 days 60 

and Cheque 28 

Allowed him Discount 2 6 9 
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Jan. 8. Bought of H. Garside, Coflfee 

„ ,, Bought for Cash, Tea , 

,, 9. Paid charges for Carriage and Porterage 

„ 10. Sold Hetton & Son, Tea £49 10 

Coflfee 15 10 9 

„ „ Bank met Bill Payable, No. 18 

„ 11. Paid Bassam & Co., P.N. @ 1 m/d 

Cheque 

Cash 

Discount allowed 

12. Bought Stamps for Postages 

13. Boughtof Rassam& Co., Tea 

13. Drew from Bank 

14. Paid Wages in Cash 

16. Paid for Stationery 

16. Sold T. Hebden, Tea £15 10 6 

Coffee.... 10 11 

18. Reed, from T. Hebden, Cheque 

Allowed him , . 

19. Becd. for Returned Empties 

„ Sold Y. Bird, Coflfee 

20 Paid Gas A/c, by Cheque 

21. Sold R. Allan, Tea 

,, Paid H. Garside, by Cheque 

He allowed us 

22. Accepted from Hetton & Son, Compoijitioii 
@ 16», in the £, paid by Cheque 

,, Paid Poor Rates, by Cheque 

23. Sold off Old Chests and Bags 

., , Reed. Rent from Sub- tenant, Cash 

„ Paid Rassam & Co., Cheque 

^^r as allowed 

24. V. Bird's P.N. collected by Bank.'.'.*.".'. .'.*'.'.'.'.".* 
,, Sold for Cash, Tea 

25. Boughtof H. Garside, Coflfee 

26. Bought for Cheque, Tea 

27. Wrote off R. Allan's Debt as Bad 

28. Paid Wages in Cash 

,, Sold for Cash, Coflfee 

29. Sold T. Hebden, Tea £25 

Coffee 18 10 

30. Sold for Cheque, Coffee 

„ Sold Y. Bird, Tea 

31. Paid Clerks' Salaries, Cheques 

,, „ Month's Rent by Cheque 

, , Stock of Tea on hand estimated at '. 

,, „ Coffee „ ,, 
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117. 



JOURNAL. 



1901 
Jan. 1 
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„ T. Hebden,.. 


1.^ 


in 


fi 


„ 26 


,. Bank 


29 


13 





„ 21 „ R. AllEin ... 


in 


H 


fl 


„ 31 


„ ProfitandLoss 

/ 


92 


14 


8 


„ 24 „ Cash 

„ 29 „ T. HebdMi„, 


29 
25 


10 

a 





/ 






„ 30 „ V. Bird : 


3e 


15 


6 


! / 






,, 31 1 ,, Balnnces A/e i 








1 






1 (fi(ock) .; 


24& 15 









'dSS 


12 8 






438\l2\8 



Dr. 



Coffee 



Jan. 1 
„ 5 
„ 8 
„ 25 
„ 31 


To Capital 

„ Cash 

,, H. Gkirside ... 

,, ProfitandLoss 


£ 
196 
26 
37 
37 
56 


8. 

10 


10 
12 

7 


d. 


6 
G 





/ 


352 





"o 



Account. 



Jan. 2 By V. Bird 

10 „ Hetton & Son 
16 , „ T. Hebden 



Cr. 



19 
28 
29 
30 
31 



V. Bird 
,, Cash ... 
„ T. Hebden 
,, Bank ... 
,, Balances A/c 
(Stock) ... 



1 £ 


8. 


d. 


, H 


12 


3 


1 15 


10 


9 


10 


11 1 


42 


8 





15 


16 





1« 


10 





14 


12 





220 





352 









Dr. 



Discount 



Jan. 4 ToB. R*ble ... 
„ 71 „ V. Bird 
„ 18 I „ T. Hebden ... 
,, 31 I ,, ProfitandLoss 



I 



Account. 



Cr. 



£ 


8, 


d. 




1 


10 





Jan. 11 


2 


6 


9 


„ 21 


; 1 


12 


6 


„ 23 


5 


2 


(5 




^ 


11 


9 





By Rassam & Co. 
,, H. Gkurside ... 
,, Rassam & Co. 

/ 



1 ^ 


8. 


' 4 


18 


1 2 


18 




16 


8 


11 



Dr. 




Bad 




Debts. 




Cr. 




Jan,22 
„ 27 


To Hetton & Son 
,, R. Allan ... 


£ 
29 
10 

39 


8, 

6 
6 

11 


d. 


8 

8 


Jan, 31 


By Profit and Loss 

/ 


£ 
39 


8. 
11 


d, 

8 






39 


^ 


_8 
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Dr. 



T&ADB 



Charges. 



Cr. 



Jan. 9 
„ 16 


To Petty Cash... 
tt »> »» ••• 

»» it >» 


£ 

1 
4 

1 


10 


8 


6 

6 


Jan. 19 
„ 23 
„ 31 


By Petty Cash ... 

»> »» »» 

„ Profit and Loss 


£ 
1 
3 
2 


s. 
6 
9 
4 


d. 
8 

4 






^ 


i£- 


_0 






6 


19 \ 



Dr. 




Wages and 




Salaries. 




Cr. 




Jan. 14 
„ 28 
„ 31 


To Cash . 
„ Bank . 


. ... 


£ 
8 
9 

17 

So 


8 

12 

5 

10 

_1_ 


d, 
6 



(5 


Jan. 31 


ByProfit and Loss 

• 


£ 

1 Bo 


7 

7 


d. 
6 



Dr. 






Rents 




Account. 




Cr. 


-^ 


Jan. 31 


To Bank . 


"7 

• 


£ 
12 

12^ 


8. 
10 

10 


d. 


_0 


Jan. 23 
„ 31 


By Cash 

,, ProfitandLoss 

• 


£ 
2 

i:8 


8. 
10 




d, 








Dr. 



Jan. 20 
„ 22 
„ 31 
„ 31 



Profit and 



To Bank ... 

,, Sundries 
,, Capital... 



Loss. 



£ 


8. 


d. 




5 


8 


4 


Jan. 31 


9 


10 







87 


3 


6 




50 


2 


4 




152 


4 


2 





By Sundries 



Cr. 



£ 
162 



152 



Dr. 



Jan. 31 



Balances 

(Closing Assets 



To Goods A/cs 
(Stocks) ... 
„ Sundry A/cs 



Account. 

and Liabilities.] 



£ 


«. 


d. 


Jan. 31 


468 


15 





>> >> 


349 





7 




817 


15 


7 


1 



Or. 



By Sundry A/cs H 167 
„ Capital 660 



817 



16 
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TRIAL BALANCE. 







Dr. 


Pr. 


Cr. 




Cr. 




Balances. 


Totals. 




Totals. 


Balances. 






£ 


9. 


d. 


£ 


«. 


d 


£ 


s. 


d. 




£ 


8. 


d. 


Capital 










381 


6 


3 


991 


7 







010 





9 




'Cash 




' 8;3 


5 


3 


173 


7 


9 


91 


2 


6 










4^ 


Petty Cash 




27 


15 


8 


34 


14 


8 


6 


19 













§ 


Bank 




67 


16 


jg't 550 


7 


61 


482 


11 


4 










o 


Bills R'ble 




48 


10 


Oil 168 

106 

'1 100 


10 





120 








8r 








■3 


Bills P'ble 


® 












225 








§1 
11 


120 








*• 


H. Garside 


«' 






18 





138 


10 


6 


37 


12 


6 


1 


Rassam & C<«. 


"^ 








288 


13 


9 


288 


13 


9 


H 








1 


V. Bird 




79 


3 


6 


169 


10 


3 


90 


6 


9 


1 








o 


Hetton & Son 








146 


6 





146 


6 





1 








EH 


T. Hebden 




. 48 10 


0' 98 


2 


6 ! 54 


12 


6 i 










Lr. Allan 


1 


\ 


li 10 


6 


8 


10 


6 


8 ' 








« fTea 










346 


18 





438 


12 


S «f 


92 


14 


8 


3 


CofEee 










295 


13 





352 





M\ 


56 


7 





(3 


Discount 


1 








5 


9 


3 


8 


11 


9 


6[ 


3 


2 


6 


:2-^j Bad Debts 




39 


11 


8 


39 


11 


8 
















1 Trade Charges 
fi Wages and Salaries 


'S 


2 


4 


4 


6 


19 





4 


14 


8 










i" 


35 


7 


6 


36 


7 


6 
















& {Uenta 


ij 


10 








12 


10 





2 


10 













Profit and Loss 




\ 14 


18 


4 


14 


18 


4 
















Balances A/c 




468 


15 





468 


15 

























919 


17 


5 


3452 


4 


1 


|3462 


4 


1 


m 


919 


17 


5 



Ifotes, — 1. A Trial Balance of Ledger totals would require the names of the 
a/cs along with the two middle colunms of figures only. 

2. A Short Trial Balance (Art. 86) would require the names along with the 
two outside columns of figures only. 

3. The headings printed yertically call attention to useful facts, but are not 
parts of either sort of Trial Balance. 

4. The Assets given above do not include balances of Goods on hand ; but 
these have already found their way into the Balances A/c. 
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120. 



( Unclasaified) 



REVENUE SHEET, 

OR 

PROFIT AND LOSS ACCOUNT. 



Dr. 



Cr. 



Expenditure. 


£ 


«. 


d. 


Eboeipts. 


£ 


«. 


d. 


To Bank (Gas A/c)... 
»» », (Poor^te) 

„ Bad Debts 

„ Trade Charges ... 
,, Wages & Salaries 

„ Rent 

, , Capital (net profit) 


6 
9 
39 
2 
36 
10 
60 


8 
10 
11 
4 
7 

2 


4 

8 
4 
6 

4 


By Tea 

„ CofEee 

„ Discount 


92 

66 

3 


14 
7 
2 


8 

6 




162 


4 


2 




152 


4 


2 



Note, — If this a/c be reversed, it should be styled 
and " Dr." and *» Cr.»* should be omitted. 



'Revenue Sheet" only, 



The headings Expenditure and Receipts are not always appropriate, and 
therefore not idways given. They might be omitted in the present case. 
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OQ 
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1 
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00 
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. . . 
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undry Stocks 

Tea 

CoflFee 


undry Cash A/ 
At Office ... 
Petty Cash 
At Bank ... 


undry Debtors 
Bills K'ble 
V. Bird ... 
T. Hebden 
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o 


QQ 
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CHAPTER XIII. 



ABSTEACT OF PEOCBDUEE IN THE FIEST 
CYCLIC METHOD. 

122. In the early study of English for the purpose of testing and 

fixing a true knowledge of principles we adopt 
Aid8to jPraeHee. *^® practice of parsing and analysis; and for 
these certain forms or abstracts are found to be 
useful aids. We may now consider that we 
have entered on the parsing and analysis stage of Book-keeping ; and 
during this we may avail ourselves of the assistance of certain ab- 
stracts of procedures. When items of these present any difficulty, 
the details and discussions of previous pages should be freely referred 
to and utilized. The ultimate object of the student will be, of 
course, to render himself independent of any such aids ; but, mean- 
while, they should undoubtedly be of advantage. 

123. Frocedore and Rules of First Cyclic Practice. 

FUITDAMBNTAL EULE OF ALL JOUENALIZING. 

The Receiving Account is Dr. to the Delivering Account, 

Aliter, — Whither is Br, to Whence fm* value which passes, 

I. First Jcm/mcdizing, — Journalize the record given including 
Stock in hand. 

Enter total of each column in lead pencil. 

Special Eulbs of Eiiist Joubnalizikg. 

1. At opening. Capital receives Liabilities and delivers Assets. 

2. In cash transactions, treat cash received as dehvered by 

Gj-oods Account, and goods received as delivered by Cash 
Account. 
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3. Profit and Loss Account and Service Accounts (if any) receive 

losses and deliver profits. 

4. Balances Account receives value of goods or stock on hand at 

close of period. 

II. First Posting. — Post (into Ledger) the Journal so far as it goes. 

III. Trial Bala/nce. — Compute, and either (1) Write, in lead, 
each debit and credit total directly in its place on the Trial Balance 
sheet as calculated; or (2) Enter, in lead, each total in its own 
account in the Ledger, and copy into the Trial Balance. 

Aliter. — (3) Take short T/B direct from Ledger. 

Test of Accuracy to this point. — ^Total of each column of Trial 
Balance = each total of Journal in (1) or (2). In (3) the two 
sides balance. 

lY. Ordina/ry Balances computed, — Note them, in lead, on Trial 
Balance or on the successive accounts in the Ledger (excepting 
Capital, Profit and Loss, Balances A/c). 

Note. — This step not required if III. (3) has been followed. 

Y. Second Journalizing — Finishing Entries of Ordinary Accounts. 
— Journalize the ordinary balances just computed. Eeadiest from 
Trial Balance (if there be one). 

Spboiax Efles or Second Jotjbnalizing. 

6. Balances of G-oods Accounts and of Service Accounts go from 
those accounts to Profit and Loss Account ; other 
balances to Balances Account. 

6. Balances Account and Profit and Loss Account receive debit 

balances. 
YI. Second Posting — Ordinary Bakmces. — Post the Finishing 
Entries of the Journal just made. Each ordinary account should 
now balance. 

YII. Two Svmvma/ry Balances computed : namely, those of Profit 
and Loss Account and Balances Account, on face of Ledger. 
YIII. Third and Final Journalizing by the following rule. 

Special Eule or Thibd Journalizing. 

7. Capital Account receives debit balances of Profit and Loss 

Account and Balances Account. 

IX. Third and Final Posting in accordance with Eule 7. 
Final Test of Accuracy. — Capital Account closes itself. 

X. Write up, in ink, the pencilled amounts which require to 
remain ; rule off spare lines and totals, clean off pencil marks. 
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Stjpplbmentaby Eecords. 

XI. Balance Sheet, — From the Second Journalizing, or from the 
Ledger, extract Balances which are Liabilities and enter them on the 
left of Balance Sheet ; and similarly obtain Assets, including Goods 
on hand, and place them on the right. Omit " Dr." and " Cr." as 
well as " To '' and " By." If total on left be greater, its surplus will 
be " Deficiency of Capital " to be entered on right to equalize. If 
total on right be greater, the surplus will be " Net Capital " to be 
entered on left. The former residt would indicate Insolvency/, the 
latter Solvency/. 

Xn. Revenue Sheet. — If asked for, either take detailed Profit and 
Loss Account under headings " Expenditure " and " Eeceipts," or the 
same reversed in order, but in the latter case omitting " Dr." and 
" Cr." as well as " To" and " By." If the total on Expenditure side 
be greater, its surplus is " Loss," and should be entered opposite to 
equalize. If Eeceipts be greater, the surplus is " Net Gain," to be 
entered opposite. 

Notes. 

1. In the absence of a Balance Sheet, 

Solvency/ is proved by a debit balance occurring in the Balances 

Account, and 
^et Capital is the amount of the same. 
Itisolvency is proved by a credit balance occurring in the 

Balances Account, and 
Net Liability is the amount of the same. 

2. In the absence of a Itevenue Sheet, 

Loss is proved by a debit balance occurring in the Profit and 

Loss Account, and 
Net Loss is the amount of the same. 
Projit is proved by a credit balance occurring in the Profit and 

Loss Account, and 
Net Gain is the amount of the same. 
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CHAPTER XIV. 



BILLS OF EXCHANGE. 

124. In view of further practice, and of variations in phrases 

used, we will venture here to resume the sub- 

Drafta and j^ct of Bills. In Chapter vi. we have dealt 

Aeeeptaneea. with Promissory Notes, and have left but little 

to do as regards the passing of Bills through 

the books. That chapter may, with advantage, be reperused here. 

The form of bill preferred for the purposes of commerce generally 
is called a BiU of Exchcmge. There are two sorts of these, hdand 
and Foreign, We now take in hand an Inland Bill of Exchange ; 
and, for ready comparison with the Promissory Note, we will suppose 
that we have to replace the bill which is given in Art. 52 by one of 
the more usual kind. 

On this occasion the bill passes through two stages. Firstly, 
Messrs. Baby & Eeed write or, as it is phrased, "draw on 
Waller & Co.,'' as follows :— 

London, B.C., 

June 9th, 1900. 
£215. 10s. Od. 

One month after date pay to 
us, or our order the sum of two 
hundred and fifteen pounds ten 
shillings for value received. 

Baby ^ Reed. 
To Messrs. Waller ^ Co., 
Malton Road, York. 

The form at this stage is called Eaby & Heed's dn'aft on 
Waller & Co., and the latter are the drawees. It has no force at 



Inland 
Revenue. 

Three 
Shillings. 
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present, but may be assumed to have been drawn with Waller & Co/s 
knowledge and consent. This they will signify, when it is given or 
sent to them, by returning it in some such condition as the follow- 
ing:— 

LondoJi, E.C., 

June Othjt 1900. 

'. od. y <^^ 

One inonth^fterj^ate pay to 
us or our <mier ^e suM^ of two 
hundred and ^f teen pourids ten 
shillings for^ali{^reoeived\ 

R Rahy ^ Reed. 

To Messrs. Waller ^ Co., 
Malton Road, York. 

The form has now reached its second stage, and has become a valid 
Inland Bill of Exchange. It also now assumes the name of Accept- 
ance^ and Waller & Co. are its Acceptors. 

The insertion of Payable at some Bank is not essential to the 
validity of the Acceptance, but is usual as a convenience to both 
parties. 

The phrase " or our order,'' together with endw^sement or signing 
of " Baby & Eeed" at the back, renders the bill capable of becoming 
a kind of monetary currency ; as was explained in Chapter vi. with 
regard to Promissory Notes. 

The form of an Acceptance is usually found somewhat difficult to 
remember on first acquaintance with it. It is therefore wise to begin 
with committing some example, such as the one just given, to 
memory, noticing the two ways of writing the amount. A brief 
exercise may then suffice after the whole of this article has been 
carefully reread and the new terms specially noted. 

125. Exercise xxviii. — 1. Assume you ore acting for W. Carter, then draw on 
Gibbs & iSoa for £102. 12«. 6d,, and afterwards change the draft into an accept* 
ance payable at Western Bank. 

2. Make out an acceptance for £75. 5«., payable at Coutts' Bank, in which 
Wise Brothers are drawers and H. Beaumont is the drawee. 
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126. As already stated, AoceptanceB are dealt with in the same maDner as 
Promissory Notes. On comparing the one with the other, it wiU be seen that 
the '' Maker " of a Promissory Note is on the same footing as an <* Acceptor " 
of a Draft. 

Exercise xxix. — Journalize the transactions given in Ex. xxx. for the dates 
July 9, 10, 12, 15, 24, 26, 27. 

After solution the student may test by means of the following verbal results : — 
B. P*ble Dr. to Bank, Bank Dr. and Discount Dr. to B. R'ble, B. R'ble Dr. and 
Dis. Dr. to Hardy & Co., Bank Dr. to B. R'ble, P. Davis Dr. to B. R'ble and 
to Dis., B. P'ble Dr. to Cash, T. Adams Dr. to B. P'ble. 

Also see observations on p. 79. 

127. Foreign Bills of Exchange are sent out in sets of three. 

Their form is similar to the Inland Bill given, 

Foreign Bills but they commence in the following manner : — 

of Mxehange. «* Thirty days after sight of this first of 

Exchange (second cmd third of samfie tenour and 

date unpaid) pa/y^^ Sfc, 

From this commencement the receiver will see that three such 
bills are used for distant places in order to render it virtually certain 
that at least one will arrive at its destination. Of course, when one 
of these has been received and dealt with, the others become void. 

Bills are often successively endorsed (or " indorsed *') by others 
than the drawer, and the holder of a dishonoured bill may proceed 
against any previous endorser for recovery of its amount. The first 
step, more especially for a foreign bill, is to have it "noted" by a 
notary public, an official who will also present it, and afterwards 
" protest'' it, if need be, that is, certify that it has been dishonoured. 
This would be decisive evidence in a court of law. Noting in the 
case of an inland bill is usually effective evidence in a court, but not 
necessarily decisive. 

A bill may be payable " at sight,'* in which case the payment is 
due at once on presenting it. 

Bankers will often accept drafts on behalf of customers who have 
money or credit with them. These are called Bank Bills or Bankers' 
Drafts. 

When H. Barker's Acceptance has been dishonoured, his a/c is 
debited with the amount and with any extra expenses, as of 
"noting," &c. Thus:— 

H. Barker Dr. £150 6 

ToB. P'ble £160 

To Cash 6 
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128. A Cheque is of the same nature as a Bill of Exchange. It 

is drawn upon a banker, and due on demand. 

If the words "or bearer" occur on it, they 

***^* render it payable to any holder who may 

present it at the bank. "Or order" would 

require endorsement by the payee. 

If two parallel lines, usually enclosing the words "& Co." are 
drawn across it, it thereby becomes a " crossed " cheque, and will 
only be met, as a rule, when presented by a banker. Such cheques 
are therefore usually paid by the holder into his Bank a/c. 

If a cheque be endorsed with the words " not negotiable," it is 
intended that the first receiver should " bank it." Any other holder 
can only hold him responsible if he should have trouble with it. 

129. Before taking the next exercise in hand, something may be 

said as to adoption of Accounts for Ledger. For 
Choice of Accounts examination purposes it will be useful to adopt 
for Ledger. them 80 as to place first those accounts whose 

balances furnish Assets or Liabilities, and after- 
wards those which furnish Profit and Loss balances. The order may 
be thus indicated — Capital, Money and Bill Accounts, Personal 
Accounts, Groods Accounts, Service Accounts (if any). Profit and 
Loss Account, Balances Account. 

The actual accounts occurring in some of these classes will be 
decided by the Transactions. As regards goods accounts, it will be 
necessary to settle whether to have a general Goods Account or an 
account for each kind of goods. That will depend on the niunber of 
the kinds usually. If there are more than two, a general goods 
account had better be taken, unless it be otherwise directed. Simi- 
larly, in the absence of directions to the contrary. Profit and Loss 
may be put in charge of all service expenses, unless there be one or 
more classes either numerous or evidently specially important. 

In the ensuing exercise let us take, as a variation on the last, one 
Profit and Loss Account. There will be only one Goods Account of 
necessity, as no specific kinds are mentioned. 

180. Exercise xxx. — From the Balance Sheet of J. Lund for June 30, 1900, 
it appears that he has Cash, £66. 10«. ; at Bank, £140. 7«. 8rf. ; Bills in Hand, 
£276. Us. ; Payable, £190. 10«. ; Due from E. Pasley, £63. 4«. ; H. Mahon, £35. ; 
J. Lindley, £46. 18«. 6d. ; Hardy & Co., £76 ; Due to T. Adams, £61. 16*. ; 
Denny & Hogg, £120 ; Stock in Trade, £316. 
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Open books for July 1, patfs through Journal and Ledger the following trans- 
actions, testing by Trial Balance, ascertaining Ghiin or Loss and Solvency or 
Insolvency. Then draw np a Balance Sheet. 

1900. £ s, d. 

July 1. Bought of P. Davis, Gk)ods 24 12 6 

„ 2. Sold H. Mahon, Goods 18 5 

,, 3. Sold 0. Qowan, Goods 32 16 3 

„ 4. Paid Denny & Hogg, Cheque 116 

Receiving Discount ... 4 

Bought of T. Adams, Goods 39 11 6 

,, 6. Received from E. Pasley, Cheque 50 

Cash 11 

Allowing him 2 4 

„ 6. Bought for Cash, Gk)od8 27 10 

„ 7. Sold J. Lindley, Goods 24 5 

,, 8. Bought of Denny & Hogg, Goods 83 14 6 

,, 9. Bank meets my Acceptance, No. 12 75 

,, 10. Send Bill, No. 6, to Bank for Discount- 
Net proceeds £112 6 

Discount charged 2 14 115 

,, 12. Received Hardy & Co.'s Acceptance @ 3 m/d 73 

And have allowed them 2 

„ 14. Sold Hardy & Co., Goods 42 10 6 

Paid Wages, Cash 15 12 

,, 15. B. R'ble, No. 8, due and collected by Bank 83 10 

„ 18. Paid Rates, by Cheque 5 12 

„ 20. Received from H. Mahon, Cash 40 

Allowing him Discount 1 10 

,, 21. Sold for Cash, Goods 15 8 

,, 23. Sold Goods, receiving Cheque 32 10 

and Cash 7 10 

„ 24. Pay F. Davis by B. R'ble, No. 19 24 

Was allowed 12 6 

,, 25. My Acceptance, No. 10, due and paid by Cash 34 12 6 

,, 27. Accepted T. Adams's Draft @ 2 m/d 60 

„ 28. Paid Wages, Cash 16 10 

,, 30. Received from J. Lindley, Cheque iO 

Cash 22 10 

„ 31. Paid into Bank 25 

Cash for Sundry Sales 10 12 6 

Paid Plumber's A/c, Cash 5 9 

Paid Rent, by Cheque 16 

Stock on hand 346 

181. It will not now be either necessary or wise to help the student with a 

complete solution to the foregoing ; but we may reason- 

Te9t of Solutions, ably afiford him means for testing the most difficult part 

of his work. We therefore give the following items 

which occur therein, followed by a few observations on some of the more difficult 

entries in the Exercise. 
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Debits. 


Credits. 




£ 


M, 


d. 


£ 


s. 


d. 


Capital 


362 


6 





1006 


12 


2 


Cash 


163 


10 


6 


124 


13 


6 


Bank 


463 


13 


8 


211 


12 





B. B'ble 


348 


12 





222 


10 





B. P'ble 


109 


12 


6 


240 


10 





E. Padey 


63 


4 





63 


4 





C. Gowan 


32 


16 


3 











H. Mahon 


53 


5 





41 


10 





J. Lindley 


70 


3 


6 


42 


10 





Hardy & Co. 
T.Adams 


117 


10 


6 


75 








50 








91 


6 


6 


Denny & Hogg 


120 








203 


14 


6 


F. Davis 


24 


12 


6 


24 


12 


6 


Goods 


490 


8 


6 


528 


17 


3 


Profit and Loss 


66 


11 





4 


12 


6 


Balances 


345 
















2881 


4 


11 


2881 


4 


11 



If short Trial Balance is taken, it may be verified from the above. 
Profit and Loss A/o has debit balance of £23. 9s. 9d,, showing net lots of that 
amount on the month's trading. 
Balance Sheet gives net capital of £620. 17<. 6d,, and therefore shows solvency. 

Obs. 1: "Acceptance," July 8, is evidently a biU payable due this day. 
Obs. 2: ** Bill," on July 10, is receivable, and the Bank **buy8" it from B.li. 
A/c. Obs. 3: "Acceptance," July 12, is B.R. to us. Obs, 4: On July 15, 
Bank is debited, as it keeps the money on our a/c. Obs. 6 : A biU we hold is 
transferred to F. Davis by B.B. A/c. Obs. 6 : July 27, sent a B.P. to T. Adams. 

Note. — If desired, other examples for practice may be taken from Chapter ziii. 
and later. 



A 



-^v 
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CHAPTER XV. 



CYCLIC METHOD WITH DOMIJSTANT BALANCES 
ACCOUNT. 

132. After a business has arrived at the position of being in full 

working order, and the usual relationships with 

jFirm separate from Other businesses have been established, it is a 

Owners, common practice to speak of it as if it had 

developed a separate existence of its own and 
become the Ji/rm itself. This is a sort of abstraction which appears 
to be justified by convenience, based upon facts such as : — 

(1) The original owner may be connected with other businesses ; 

(2) He may be joined by partners and have only a share in the 
nianageineiit ; 

(3) The business may have acquired important values, such as that 
represented by the term " goodwill,'' due to original establishment 
and advertisement expenses, also to general good management ; 

(4) The original owner may have left it, after disposing of it, 
more or less on the grounds just mentioned, as a " going concern" 

133. The period when we commence taking this view of the 

nature of the firm will be appropriate for 
Balances A/c made making a change in the keeping of the Ledger 
dominant. which is based on an assumed change of 

relationship between the two most important 
Accounts — Capital and Balances. This change may be said to 
correspond with the change of circumstances in regard to relations 
between the different agencies represented by the various Asset and 
Liability Accounts of the Ledger. 

At the commencement of the business the capital may be assumed 
to have furnished the entire means for working its machinery. 
Later other agencies come in and virtually take shares of responsi- 
bility, some as assets and some as liabilities ; and the business may 
then be compared to an alliance amongst them all to work together 
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for mutual advantage. Now this alliance is best represented by the 
items of a detailed Balance Account; and, in fact, in all cyclic 
openings after the first, we have to fall back upon the Balance 
Account implicitly, even when assigning the function of re-opening 
to Capital Account. We now recognise this fact explicitly, ana 
raise the Balance Account, after initial opening of the books, to the 
position of the dominant account, whilst reducing the account of the 
owner's capital to the position as nearly as possible of an ordinary 
creditor of the firm. 

134. The changes in the keeping of the books which must be 

introduced to exhibit, and to correspond with, 
Order of cioHng ^^is new view of the constitution of the firm 
zedger. are not considerable, but they are in^^tant, 

and must be carefully noted. 

As the first opening of the books in any case is by Capital Account 
in the manner already shown, the opening entries of the First 
Journal will remain like those which have been practised. Jn the 
first period it is not till the final stage of closing the books that we 
meet with the first effect of the new arrangement. 

The Capital Account, though reduced in rank, as it were, has still 
a unique position. It must still take profits and recoup losses, and, 
hence. Profit and Loss Account must remain subsidiary to it, whilst 
it takes itself a position in line with the general Asset and Liability 
Accounts. 

The consequence of this is that, when we proceed to balance the 
Ledger, it is advisable to begin by transferring the balances of Service 
Accounts to Profit and Loss, and that of Profit and Loss to Capital. 
The balance of Capital Account can then be transferred to Balance 
Account along with others which go there. 

By following at once, through the next exercise, the application of 
v., VI., VII., in the scheme of Art. 123, these changes may be easily 
understood. 

The final result is the mode of " proving the books,'' which applies 
to the Cyclic Method, in which Balances A/c is dominant, namely, 
The Balances A/c closes itself. 

135. While the Balances A/c becomes the final collector of 

balances, it does not take the rank of being 

Be-opening of their distributor at the re-opening. 

the Books. It provides for the business, or the managers 

thereof, whichever we take the "firm" to be, a 

record of the various items constituting the means at disposal on 

re-opening. 
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These means still belong to the two classes assets and liabilities ; 
but they are assets and liabilities of the firm and not of the person 
or persons who contribute capital. 

The liabilities are resources entrusted to the firm ; and the assets 
are, in bulk, the same resources entrusted by the firm to others. 

We might set up a Firm's A /c to thus receive and deliver ; as is 
sometimes done. But it is found more compact and simple to follow 
the analogy of ready money transactions. 

In a transaction for cash there is an intermediary of whom we 
might take account ; but, in general, we see no need to do so. 

The firm is an intermediary in a similar way, and for similar 
reasons we pass it by and bring the Drs. of the firm into direct 
relation with the Crs. 

In this way it arises that for openings of the books after the first 
we adopt substantially the fnllowing rule :— 

At re-opening the Dr. balances are assumed to be receiver's direct 
from the Cr, balances, 

136. In regard to the firm the liabilities are for the balances contributed; 

which include capital. 

Hence the capital (if existing) now assumes the 

^*'\iubiliiy. " position of being a liability; while, if it has been 

changed during trading to a deficit^ it becomes an asset. 

In order that these statements may not confuse the 

ideas of the student let him always remember them in such form as the 

following : — 

When the Jirm is taken to be distinct from its owner or oumers net capital is a 
liability of ity and net dejkit an asset of it. 

It will perhaps help to note also that in the former case the firm owes the 

capital to the capitalist concerned ; in the latter the capitalist owes it to the firm. 

We may also notice that a deficit makes a doubtful asset ; but is not necessarily 

equLvalent to a bad debt ; as the capitalist may have resources available apart 

from the business. 

137. The result of these recent considerations is that we have a 

group of balances Dr. to another group of 

Compound balances including capital. 

journaiiming. Jq journalizing SO far we have not had to 

deal with two groups in one entry. But in 

order that we may do so we may extend its method somewhat; 

as it is the duty of the Journal to prepare for any function which 

is required in posting the Ledger. 

As the best solution of the problem in hand it is common to 
journalize at re-openings in substance as follows : — 

Group of debit balances Drs. 

To group of credit balances. 
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This, however, is usually shortened to 

Sundries Drs. to Sundries. 

The arrangement is easily understood by referring to the example 
given in the next exercise, at the commencement of the Journal. 

It is necessary afterwards to post carefully every debit and every 
credit in the two groups. 

This special example of journalizing we will describe as compound, 

188. In many examples in Examination the data for opening the books often 

omit the balance of Capital A/c. In such cases, a Trial 

Balance or the other balances from the old Ledger will 

^**Vitrt/*c2M>i«2l ***** ^ «^^^^' ^* remains then to calculate from the given 

ng T wp . halances the one which is absent. 

If we know in which column it comes we may 
proceed to journalize, and with care calculate on the face of the Journal by the 
process of complementary addition. 

If we do not know the column we may easily draw up a sketch Balance A/c 
from the data; and, after taking both totals, insert the difference on the smaller 
side as the Capital Balance. 

This is sometimes required in Examinations and will be exemplified in a later 
chapter specially. 

139. We may now set forth an abstract of procedure for the 
circumstances of the Cyclic Method in which Balances is the 
dominant A/c. 

The rules will be as before unless specially given. 

ScHSMB or Oyolio Method with DoMiNAirr Balanobs Aooouitt. 

I. Eeconstruct if required the old Balances A/c. 

II. Journalize the initial balances including capital, the transactions, 
and the final stock balance. 

1. At opening the group of Assets of firm is Dr. to the group 

of Liabilities. 

III. Post each balance as Dr. to, or Or. by Balances, meaning 
the opposite group. 

IV. Unless directed otherwise, take Trial Balance either long or 
short as seems most likely to suit the case. 

V. Transfer balances of Goods A/c and of Service A/cs to 
P. and L. 

VI. Compute balance of P. and L. and transfer it to Capital. 

VII. Transfer balances of Assets and Liability A/cs including 
Capital to Balances A/c. (Stock balance is there already). 

2. Balances A/c receives debit balances and delivers credit ones. 

May be taken from Trial Balance (if one). 
YiNAJL Test. — All the A/cs now close and Balances A/c closes itself. 
This " Proves the books." 
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140. A Balance Sheet cannot be called a Balance A/c ; as it cannot hold 
connection with the A/cs of the Ledger in accordance 
with the rules of Posting. 
= Balance Sheet. ^^* ^®'® ^® nothing to prevent a Balance A/c being 

considered and called a Balance Sheet ; as the latter has 
no rules to fulfil, and its entire function can be 
performed equally well by a Balance A/c. 

There is no reason therefore for changing the method by which the next 
exercise is worked simply to obtain a Balance Sheet of the usual form. But if 
we prefer and have time to conform to custom in respect to detail the latter may 
be at once drawn up from a Balance A/c. This has been already fully explained 
and will be exemplified in the working shown of the following exercise. 

Exercise xxxi. 

CAMBRIDGE LOCAL EXAMINATIONS (Juniors). 
FuiDAT, Dbcbmbbr 19, 1902. 

1. On December 31, 1901, my books show the following balances: — At 
Bank, £237. 9«. Id, ; Bills Receivable, £480 ; Bills Payable, £364 ; Goods on 
hand, £3726; J. Fletcher, Dr. in account, £126. 6«. 8d, ; W. Benton, Dr. in 
account, £264. 3*. 6d. ; A. Hay ward, Cr. in account, £247. 5s. 6d, 

All payments are made by cheque, and all amounts received are paid into the 
bank upon receipt. 
The following are the transactions for the month of January, 1902 : — 
1902. £. 8. d, 

Jan. 2. Sold Goods to J. Fletcher 110 

„ 4. Bank paid Bill Payable (No. 15), due to-day 200 

,, 7. Sold Goods for Cash 66 3 6 

,, 9. W. Benton, having been declared bankrupt, 
pays a first Dividend of 10«. in the £; 

payment received to-day 127 1 9 

„ 13. Bought Goods from A. Hay ward 360 

,, 16. Received from J. Fletcher Cheque for £120, 

and allowed him Discount £6. 6«. Sd, ... 126 6 8 

„ 21. Accepted A. Hayward's Draft for £200 200 

„ 24. Bought Goods for Cash 47 3 6 

,, 29. W. Benton pays a second and final Dividend 
of 28. 6d. in the £ ; payment received 

to-day 31 15 6 

„ 31. Paid Rent and Office Expenses 46 3 8 

Open the books on January 1 by means of the proper Journal Entries, and 

(a) Journalise all the transactions in order of date. (Bills are to be inserted 
in the Journal ; supplementary books, such as Bill books or Bought and Sold 
books, are not to be opened.) 

(b) Post the Ledger from the Journal. (No marks will be g^ven for the 
Ledger posted otherwise than as directed.) 

{c) Take out the Trial Balance. 

{d) Having struck the Trial Balance, close the books, and draw up a Balance 
Sheet, taking goods on hand as worth £4000, and making the necessary Journal 
Entries for Profit and Loss. (No marks will be given for this p«^ of the 
question unless the two sides of the Trial Balance agree.) 
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141. The working of this exercise is now shown for testing purposes 
throughout. Observe that the Capital balance in the old books is not given ; 
but it may easily be reckoned by complementary addition on the face of the 
Journal. 

Before commencing the work of solution, study carefully the instructions at 
the end of the transactions. 

Take the Trial Balance in the short form. 

JOURNAL. 



1901 
Jan. 1. 



2. 

4. 

7. 

9. 
13. 
16. 

21. 
24. 
29. 

31. 



Sundries Drs. to Sundries, viz. 

Cash at Bank 

Bills R'ble 

J. Fletcher 

W. Benton 

Goods 

To Bills P'ble 
To A. Hay ward 
To Capital 



J. Fletcher 

Bills P'ble 

Cash 

Cash 

Ooods 

Cash 
Discount 

A. Hay ward 

Goods 



To Goods 
To Cash 
To Goods 
To W. Benton 
To A. Hay ward 

To J. Fletcher 

I 

To BiUs Fble 

To Cash 



Cash 
Bad Debts 

To W. Benton 
Trade Expenses 

To Cash 
Balance 

To Goods 





Debits 




Credits 






£ 


s. 


d. 


£ 


8. 


d. 


z. — 


237 
480 
126 
254 
3726 


9 

6 
3 



7 

8 
6 



1 

364 

247 

4212 




5 

14 



6 
3 




4823 


19 


9 


4823 


19 


9 


Dr. 


110 








110 








Dr. 


200 








200 








Dr. 


66 


3 


6 


65 


3 


6 


Dr. 


127 


1 


9 


127 


1 


9 


Dr. 


360 








360 








Dr. 


120 














Dr. 

1 


6 


6 


8 


126 


6 


8 


Dr. ' 


200 








200 








Dr. 


47 


3 


6 


47 


3 


6 


Dr. 


31 ; 


16 


5 








Dr. 


95 


6 


4 


127 


I 


9 


Dr. 


46 ; 


3 


8 


46 


3 


8 


Dr. 


4000 ' 







1 
1 


4000 








a 


10233 





7_ 


10233 





7_ 
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Debits. 1 


Credits. 


1901 


T&AN8FBRH OF BaLANCBS. 


£ 


i. 


d. 


£ 


g. 


d. 


Jan. 31. 


Profit and Loss Dr. 


147 


16 


8 










To Discount 








6 


6 


8 




To Bad Debts 








96 


6 


4 




To Trade Expenses 








46 


3 


8 


it ft 


Goods Dr. 


42 





' 










To Profit and Loss 








42 








f* ti 


Capital Dr. 


106 


16 


8 










To Profit and Loss 








106 


16 


8 


y* fi 


Balances A/o Dr. 


878 


3 


I 










To Cash 








288 


3 


1 




To Bills R'ble 








480 










To J. Fletcher 








no 










Bills Fble Dr. 


364 














»♦ »» 


A. Hayward Dr. 


407 


6 


6 










Capital Dr. 


4106 


17 


7 










To Balance 








4878 


3 


1 



Dr. 



1002 



THE LEDGER. 

Capital Account. 



J^in.SllTo Ptoflt and 



1! ^ 


*.;^. 


1902 
Jan. 1 


. 105 


16 S 




4im 


17 7 




421*2 


14 3 



By Balance 



Or. 



£ 
4212 



!l 



\42Vl 14 :i 



Dr. 



Cash 



Jan 


1 


>» 


7 


»» 


9 




14 


♦ > 


29 



AT Bank. 



Cr. 



To Balance ... 
,, Goods 
„ W. Benton 
„ J. Fletcher 
,, W. Benton 



£ 


8. 


d. 




237 


9 


7 


Jan. 4 


66 


3 


6 


M 24 


127 


1 


9 


„ 31 


120 










31 1 15 


6 


>» »> 


681 1 10 


3 







1 ^ 


«. 


d. 


5y Bill Fble... 


1 200 








„ Goods 


1 47 


3 


6 


„ Trade Ex- 








penses ... 


46 


3 


8 


„ Balance ... 


1 288 


3 


1 




1 581 


10 


3 



Dr. 



Jan. 1 I To Balance 



Bills 



Rbcbiyablb. 



£ s. d. 
480 ! , I Jan. 31 j By Balance 



£ 
480 



Cr. 

*. d. 
> 0| 
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Cr. 



Jan. 4 
„ 31 



To Cash ... 
fy Balance 



£ 


». 


d. 




200 








Jan. 1 


364 








» 21 


564 









By Balance ... 
,, A. Hay ward 



£ 

364 
200 


*. d. 




564 






Dr. 




J 






Flbtchek. 




Cr. 




Jan. 1 
» 2 


To Balance 
„ Goods 


.. ' 126 
.. 1 110 


6 


6 


d, 
8 


J 


Jan. 14 
„ 31 


By Sundries ... 
,, Balance ... 


£ 

126 
110 


8, 

6 



d. 
8 



1 


li 236 


236 


6 


8 



Dr. 




W. 




Benton. 




Cr 




Jan. 1 


To Balance ... 

/ 


£ 
254 


3 


rf. 
6 


Jan. 9 
„ 29 


By Cash 

„ Sundries ... 


£ 

127 
127 


8 
1 

1 


9 
9 




254 1 3 1 6 1 


254 


3 


6 



Dr. 




A 






Hayward. 




Cr. 




Jan.21 
„ 31 


ToB. Fble ... 
,, Balance ... 


£ 

200 
407 



5 


d. 

6 


Jan. 1 By Balance ... 
„ 13 „ Goods ... 


1 ^ 
1 247 
1 360 


5 



d. 
6 





607 


5 


6 


1 607 


5 


6 



Dr. 



Goods 



Account. 



Jan. I 
» 13 
„ 24 

», ai 



To Baknoe ..J 
J, A. Hayward 
,, Cash ,,, ..: 
„ Profit Mid Lois! 

I 



£ 


*. 


d. 




3726 








Jan. 2 


360 








,» 7 


47 


3 


6 


„ 31 


42 










4175 


3 


_6 





By J. Fletcher 

,, Cash 

,, Balance (in 
hand) 





Cr. 




£ 

110 
65 



3 


d, 




4000 





Q 


4175 


3 


6 



Dr. 



Discount 



Jan.U I To J. Fletcher... | 



Account. 



6| 8 I Jan.31 {ByProfitandliOss 



Cr. 



s.d. 

6 8 
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Bad Debts. 



Cr. 



Jaii.29 To W. Benton 



Dr. 



£ 
95 



6 



d. 



4 I Jan.3l iByProfitandLoBS 



Trade 



Expenses. 



£ 
95 


8. 

6 


d. 

4 


Cr. 


1 ^ 
1 46 


_3^ 


d, 
8 



Jan.31 To Cash 



£ 
46 



Jan.31 jByProfitandLoss 



Dr. 




Profit 




AND Loss. 


Jan.31 


To Discount ... 

„ Bad Debts... 

„ Trade Ex- 

penses ... 

■ 


£ \8. 

6 ' 6 

95 1 6 

46 1 3 


d, 
8 
4 

8 


Jan.31 


By Goods 
„ Capital ... 




147 1 16 


8 





Cr. 



£ 

42 

105 



147 



8, \d. 



16 8 



16! 8 



Dr. 



Balance 



Account. 



Cr. 



Assets. 


Liabilities. 


Jan.31 


To Goods (on 

hand) ... 

,y Cash at Bank 

„ Bills R'ble 

„ J. Fletcher 

1 


£ 

4000 
288 
480 
110 


s. 


3 




d. 



1 





Jan.31 
»» >> 

n »» 


By Bills Fble... 
,, A. Hay ward 
„ Capitol ... 

/ 


, £ 8. 

. 364 
1 407' 6 
4106 17 


d. 

6 

7 




4878 


a 


1 


4878 3 


1 



Reversing the above and making other small changes, we have 

BALANCE SHEET. 
January 31, 1902. 



Liabilities. 


Assets. 


Bills Payable 

Creditor — A . Hay ward . . . 

Capital 


£ 

364 
407 

4106 


8. 


5 
17 


d. 

6 

7 


Goods on hand 

Cash at Bank 

Bills Receivable 

Debtor— J. Fletcher ... 

i 

i 


£ 
4000 
288 
480 
110 


8, d, 

31 1 




■ 


4878 


3 


1 


4878 


31 
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TRIAL BALANCE. 





Debits. 


Credits. 

1 




£ 


t. 


d. 


1 £ 


i. 


d. 


Capital 








; 4212 


14 


3 


Cash 


288 


3 


1 








Bills Receivable 


480 














Bills Payable 








364 








J. Fletcher 


110 








' 




A. Hayward 








407 


5 


6 


Goods 


! 






42 








Discount 


6 ! 6 


8 






Bad Debts 


95 , 6 


4 


1 




Trade Expenses 

Balance A/c 


46 ; 3 


8 






4000 1 

1 











5025 19 


9 


5025 1 19 


9 



1. As closing entries for Profit and Loss are specially mentioned, it is 
evidently intended that the examinee should show his knowledge of them. 
Hence the three Service a/cs which we have adopted. 

2. Jan. 9. — As first dividend is not described as also final, it is an ordinary 
payment. 

3. Jan. 29. — Here a bad debt arises of 7s. 6d. in the £. 
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PART III. 



CONTINUOUS METHODS WHICH 
EMPLOY FULL JOUENALS. 



CHAPTER XVI. 



INTEODUCTION TO CONTINUOUS METHODS. 

142. Cyclic method has been treated in such detail in Part II. 
as to confer sufficient opportunities for aiding 
General Aims the leamer to properly grasp the successive 
of future chaptere, principles upon which we pass from one im- 
portant stage to another, and which, in the 
main, underlie the whole subject. With advancing knowledge and 
skill he will now be able to dispense, when desirable, with the minor 
aids of the method, and to cope with developments of some of its 
constituent forms. In addition he will require in future to study 
quite a transformation of its concluding stages. But there will be 
no change in the leading principle of Double Entry. There will 
simply be new modes of applying it to some moderate extent, which 
will result in modified procedures moi*e compendious as a rule than 
those of Cyclic Method, but less direct. The methods which employ 
such procedures are specially favoured, at the present day, in the 
Britisn Isles as compared with foreign countries. 
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148. We shall present the new methods in what seems to he hoth the 
natural order and the order of difficulty ; as it will be 
found that the features of each one are, in the main. 
Order of 8t%$dy, continued in those which follow. It will be wise for 
the student to study each one in turn so far as time 
permits, in addition to givmg particular attention to 
any one system which he may have specially in view. 

On this point, if he be working under tike direction of a tutor, he will have 
guidance to suit his own case. Otherwise he must remember that facility in 
adapting his knowledge to variations in the t3rpes of problems can only be 
obtained by practising upon variations ; and that, whether under examination 
or in business, it is important to be able to conform to any variety of conditions. 

144. After the full explanations of elementary processes in Part T., where 

any one of them may easily be found for revision 

Character of when necessary, much of Part III. may be put in 

future MxpoHtion the form of simple statements of routine. Tet new 

of Sulfjeet. processes will be explained in detail when required ; 

and, as confusion or ambiguity sometimes arises in this 

subject from common loose uses of some of its terms, definitions and explanations 

will be freely given in such cases, although entailing occasionally some amount 

of repetition. 

As we proceed in these latter portions of the book, customary abbreviations 
will be brought freely into use, both for practice in them and to save space. A 
list for reference will be found at the end of the book. 

145. The distinguishing feature of modem British systems of 

Book-keeping consists of a Ledger which has 
Beeentiai Feature of no Balances Account, but is supplemented 
Continuous Methods, instead by a Balance Sheet, The disappearance 

of the Balances A/c leads eventually to the 
practical abolition of all real " closings *' of the books, and therefore 
also of re-openings. From force of custom the old phrase of 
" opening the books " will, however, remain ; but it will be used to 
signify what would be more truly described as balancing the a/cs 
while keeping them, in general, continucyady open. 

For this reason the methods which use no Balances A/c will be 
included under the title of Continuous Methods. 

146. The employment of auxiliary forms and books is a matter of 

simple convenience, and admits of much variety. 

Two Leading The extent to which they come into use has 

divisions. proportionate effect in reducing the employment 

of both Journal and Ledger, but more especially 

the former. In consequence we find that all the systems which call 

for the attention of the student fall into two leading divisions : 
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I. Systems employing full or detailed Journals^ or in which the 
Journal is a predominating feature. These are favoured in some im- 
portant examinations, and they undoubtedly facilitate the efforts of 
examiners who require to test within moderate limits of time how far 
the acquisition of knowledge has been intelligent and accurate. For 
a kindred reason such methods have decided value in training 
practice. 

Part III. will be devoted to their discussion. 

II. Systems employing limited Journals^ and in which auxiliary 
books are prominent. These carry initial classification of entries, 
independently of date, into all ordinary transactions so far as to 
abridge the book-keeping considerably where transactions are numer- 
ous. They furnish, of course, the models which are best adapted, 
generally speaking, for actual business, and are in that sense 
"practical." They present, however, absolutely no difficulties to 
students trained in full journalizing. 

Part ly. will be chiefly occupied with these systems. 

147. There are two principal modes of opening the books, although 

details vary much according to circumstances. 
Openings There must be a first or initial opening at the 

the^Booki?* start of the business. Afterwards at regular 
intervals, as well as sometimes on special occa- 
sions, the books are put through the process of closing. Such closings 
are matters of accounts only ; the business goes on as usual, and 
therefore the same books must immediately be re-opened so as not to 
lose touch with it. 

These re-openings will clearly be the rule, and initial openings the 
exception ; and therefore the former are usually meant when openings 
simply are spoken of. For purposes of explanations, however, it is 
convenient sometimes to call them what they are, namely, re-openings. 

148. Now it so happens that continuous re-openings which are to 

be carried out from data consisting, in some 

Why adopt Initial form or Other, of assets and liabilities, simply 

Openings at present, constitute practice upon theory or examination 

tests. For reasons just referred to, the book- 
keeper in actual business, while closing his accounts, will carefully 
leave all these assets and liabilities behind him in their places ready 
for a new start, the closing and re-opening being virtually one 
process for him. This process can be clearly shown only when we 
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undertake at the same time the explanation of the mode of closing 
accounts in continuous methods. 

As we have not got the books before us, but only balances separated 
from their context, our way of getting them into their proper places 
is bound to be more or less artificial. 

After the combined closing and re-opening is well understood, it 
will be clear how to post each datum into its place in the Ledger 
direct. This will be the least artificial plan, and we shall adopt it 
later on. 

If each posting of this kind be required to be passed through the 
Journal, that would make the operation much less practical ; but it 
is sometimes asked for, and we shall therefore exemplify a mode of 
performing it. 

Another course is open to us which is more convenient at the 
present. Although re-openings are the usual occurrence, yet initial 
openings do at times occur, and therefore call for practice. They 
also afford most scope for showing understanding of the real signi- 
ficance of opening data. For these reasons in examinations our 
openings may be treated as initial, unless otherwise stated, even when 
the distributed capital forming the data are hardly appropriate as 
examples of initial capital. The method will then be that which has 
been practised in Part I., Arts. 68-70- 

Note. — It may be observed here that in Cyclic Method all closings are 
treated as if final, and, therefore, all openings as if initial; whilst in practical 
Continuous Methods the closings and openings are both treated as what may be 
called interim operations. 

149. Closing the Ledger involves the calculation of all the balances of its 

accounts. For purposes of explanation it is well to 
Two Sorts of remember the following division of ordinary balances 

Balaneeg distin- into — 

guished. i. J)istribttted Capital balances, including those of 

personal and monetary accounts, and also stock 
balances. Monetary accounts include Bank and Bills. 

2.^ Ftvjit and Lo$s balances, which include those of goods accounts and of 
service accounts. 

150. Balances of accounts are sometimes said to be *' transferred.'* This is 

another way of expressing an operation previously dealt 

with, but still important enough to deserve a special 

Balance Transfers. remark or two further. Transferences in future will 

usually be from Service Accounts to Profit and Loss, 

and from Profit and Loss to Capital. Li all cases a 

transference is between two accounts, each having of course two sides, from or 

to either of which it may take place. It should be accomplished by regarding it 

as a transaction between the two accounts concerned ; and should ihen. be posted 
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in accordance with the mlee already established. TTsually, but not always, 
it is passed through the Journal as well as Ledger when a Trial Balance is 
drawn up. 

To ensure clearness, therefore, the learner should always, after the phrase 
** Transfer to Profit and Loss (or other account)," assume as understood some 
such words as ** by the appropriate rule." 

For example, on page 66, Trade Charges Account has a debit balance of 
£2. is, 4d. In accordance with the rules, after passing through the Journal, 
it forms, as the latter shows, a part of the Debit ** Sundries " in Profit and Loss, 
and also appears to Credit of Trade Charges as ** By Profit and Loss." Thus a 
transference within the Ledger always involves two postings. 

Transference to Balance Sheet is sometimes spoken of. This, however, is a 
different process altogether and no part of Double Entry procedure. It is more 
appropriately termed *^ extracting^' the balances, as it merely expresses the 
collection of the balances which enter into the composition of the Balance Sheet. 
Each of these should have already undergone the ordinary double transference. 

151. It will be useful to consider a little more what is meant by balancing 

and closing Ledger a/cs and the Ledger itself. These 

The phrase terms are rather promiscuously used at times, and care 

**Closin.0 Accounts '* is therefore necessary to avoid employing them in- 

eonsidered, accurately. 

Art. 87 explains what is meant by the balance of an 
account, and also what is meant by saying an a/c balances. On p. 64 occurs an 
example of such an a/c, namely, that of Rassam & Co., which balances on 
Jan. 31. We may enter at once the totals and rule them off. The a/c is then 
called closed, and in such a case as this it is said to close itself. 

But we also speak of balancing an a/c. This expresses the act of making an 
a/c balance artificially by means of a transference, the method of which has been 
fully shown. After the balancing has been effected the a/c may be closed by 
ruling off, but not before. Hence, before closing an a/c it is necessary to 
balance it. Consequently the phrase ** to close the Ledger " is usually intended 
to include the preliminary balancing of the various a/cs as well as their ruling off. 

Now, as we have seen, some of the a/cs can be said to be closed only for an 
instant, if at all, as their balances are at once carried down for the very purpose 
of leaving them open. The object of the whole process in their cases is to 
determine these balances, which is one of the meanings attached to the term 
** to balance." Yet the student will often find all this included in the term 
** closing the Ledger." Instead of it the term "balancing the Ledger" is 
frequently used, and on the whole this may be considered the better phrase, so 
far as concerns continuous methods. 
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CHAPTER XVII. 



SYSTEM TJSINa JOTJENAL, LEDGER WITH DIEECT 

CLOSUEE, NO TEIAL BALANCE. 

College of Preceptors^ Second Class Papers. 

152. The time sometimes allowed in examinations is not long ; and when 
the examinees are mainly drawn from schools, they 
have necessarily neither the age nor the kind of nerve 
Why Trial Balance requisite for rapid and prolonged effort, such as pos- 
U sometimes otnitted. ^^^^ ^^ practised clerks. In view of this it is not 
uncommon for examiners to relieve the ordinary pro- 
cedure of one or more of its less essential operations. Kecent papers set in the 
examinations of the College of Preceptors effect the object by permitting, and 
virtually recommendiog, the omission of the Trial Balance. The procedure 
which suits this course furnishes instructive practice at this stage, and will now 
be exnlained 

iVb^^.— The abbreviation ♦* P. & L." will denote " Profit and Loss." 

153. We have seen that when T/B is taken it may be made to 

afford assistance in the closing of the a/cs 

Direct through the Journal. It is then easy to pass 

Transference. finishing entries through the Journal from it. 
But, if no T/B be taken, journalizing the closing 
entries merely amounts to double copying, and is useful only for pro- 
viding records, which are given elsewhere in the methods of Part ILL. 
In the present case, therefore, it will be appropriate to transfer 
balances direct from one a/c to another without passing them through 
the Journal. The rules of posting would still be applied to the 
a/cs concerned, both directly and conversely, so as to secure the 
dovMe entry. Illustrations of this important fact will now be 
gathered from the next exercise. 

On p. 104 we have in Wages A/c a debit balance of ^20. 15«. 
According to the appropriate rule (Art. 93), P. & L. A/c receives 
this balance from Wages A/c, but, when posting. Double Entry 
requires us not only to post this reception, but also its converse, 
namely, the delivery by Wages A/c. The reception, of course, will 
be debited to P. & L. A/c, and the delivery will be credited to Wages 
A/c. On inspecting the a/cs concerned this double nature of the 
transference will be verified. 

A transference requiring inverse postings to those of the last 
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occurs with the balance of Discount A/c in the same Ledger. This 
the student should deal with himself, and then verify as before by 
comparison with the book. 

154. From considerations we have been advancing, it will be seen 

that when closing an a/c we require an a/c to 

cioHnff which its balance may be transferred. As 

Service Accounts, regards P. & L. balances, we have P. & L. 

A/c for this special purpose. 
The examples of the last articles sufficiently illustrate this case. 
All we need now is to note how the transference in each case has 
resulted in leaving the a/c balanced, and therefore ready for rvUng off^ 
or closing. 

155. In the cyclical procedure of Part I. we closed other ordinary 

a/cs by transferences to the Balances A/c, which 

Closing distributed really meant Distributed Capital Balances A/c. 

by ea?rying'ISown. But that a/c has now disappeared, and the same 

object requires to be effected otherwise. It 
could be done by transferring direct to Capital A/c itself. But that 
would overload the latter with detail, which, moreover, would all 
appear in the Balance Sheet as well. Eather than do so we fall back 
upon a new device of the imagination. We bestow on each a/c con- 
cerned the function of transferring the balance direct from the a/c of 
to-day to the same a/c of to-morrow. It is posted to-day as " balance 
carried down," and to-morrow as " balance brought down." 

If the a/c of to-day be deliverer, that of to-morrow is receiver, and 
vice versa, so that the carrying down is always to the opposite side. 
This must be specially noted. The result will be that for to-day the 
a/c is balanced and may be ruled off. What is effected for to-morrow 
will not escape notice later on. 

Por examples of this new and abnormal mode of transference 
observe carefully how the a/cs of Bank, Lyon & Co., and others are 
dealt with in the next Ledger, p. 102. Note again the double entry of 
receipt and delivery required in order to effect closure. 

156. The postings just referred to are not complete from any point of view, 

and on reading the subject a second time the student 

might note that what is posted is really narration merely. 

Transference by p^^ example, the full posting on Cr. side of Bank A/c 

posting Narration. ^^^^ ^^ expressed as • * By same ajc of to-moiroiv's date 

for balance carried down *' ; on JDr. side, next day's 

date, might be **To same ale of yesterday^ date for balance brought down." 

SimUar full versions could, oi course, be given in all such cases. 

jVro^<j._«<Bal." will denote ** balance," **c.d." or "c/d" ** carried down," 
and "b.d." or *'b/d" ''brought down." 
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157. The student will now be familiar with the &ct that the 

Goods A/c will have two balances (Art. 87). 

cioHng 1- The Stock balance, or balance on hand of 

QoodB Ale. Goods, the value of which is determined by 

stock-taking. This forms one of the distributed 

capital balances, and in Cyclic Method is transferred to Balances 

A/c. It must now become subject to the " canying down " mode of 

transference which has just been explained. 

2. The balance of the a4ic(nmt obtained, after the Stock balance 
has been posted, by comparing the sums of the two sides in the usual 
way. This balance is often called groaa gain or gross losa^ according 
to the side on which it occurs, and must go to P. & L. A/c. 

We have then in Goods A/c a transference of each kind to make, 
and we shall find it convenient to take them together as one double 
operation. After previous explanations, the process to be followed 
^mUl be easily understood from a mere statement of its successive 
steps, following these as applied in the Qt)ods A/c, p. 103. 

1. Post Stock hal. always to credit^ for the a/c of to-day always 
delivers it. Describe it as " carried down," or " c.d." 

2. Compute the Ajc hal. If debit, post to credit, because this a/c 
delivers it to P. & L. A/c ; if credit, vice versa. Describe as " To (or 
By) P. & L. A/c." 

3. Complete step 1 by posting Stock bal. to debit of to-morrow on 
opposite side. Describe as *' brought down," or " b.d." 

4. Complete 2 by posting on opposite side of P. & L. A/c. 
Describe as " By (or To) Goods A/c." 

Note. — In this article and elsewhere we mention one Goods A/c only for brevity's 
sake, when there might be more such a/cs than one. If a/cs are assigned to 
different kinds of goods, each one is treated in a precisely similar way. 

158. Profit and Loss A/c will next be closed by direct transfer- 

ence of its balance to Capital A/c with its two 
Cloture of P. A i. postings, as we have been showing, and in 
and Capital A/es. accordance with the rule that Capital A/c 
receives a debit balance from P. & L., and in- 
versely. 

Capital A/c, as a rule, has now a balance like any other a/c. It 
must be closed by transference " down " within itself. 

Por examples of each of these cases the student should examine 
the closings of the P. & L. A/c and Capital A/c which occur later in 
this chapter. 

When interpreting the balance of P. & L. A/c it might be useful 
to note that a oetter name for the a/c itself would be Loss and Profit, 

H 
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as losses are posted in it on the left and profits on the right. As 
already shown, a debit balance (on left) shows loss and amount 
thereof, while a credit balance (on right) shows gain and amount 
thereof. 

K balance of Capital A/c be debit, it indicates insolvency and 
amount of deficiency ; for, in that case, more has been taken out of the 
business by the firm and losses together than has been put into it by 
the firm and gains combined. Por a converse reason, if balance be 
credit, it indicates solvency and amount of net capital. 

159. The Balance Sheet now collects the balances which are to be 

found carried down on the face of the Ledger, 
_ . „^ and arranges them as already explained and 

Balance Sheet, , nr\ J r 

shown on p. 70. 
The interpretation of its balance should be 
obvious. A balance of Liabilities must show deficit and amount 
thereof, while a balance of Assets must show net capital and amount 
thereof, 

160. The last result was stated fully for ready comparison with 

the final statement of the article previous. It 
winai *' Proof of the will be Seen that Capital A/c and Balance Sheet 
Books.** should produce precisely the same results. As 

they are obtained by quite different means, 
their agreement would show the book-keeping to have been accurate. 
For this reason, if the " Balancing of the Ledger" produces the same 
result from the Capital A/c as from the Balance Sheet, it is said to 
" prove the books." 

161. When a material ohang^e of procedure occurs, an abstract of it will be 

useful when commencing its practice. But successive 
SueeeMsive Aheti'aets, abstracts after the first, which has been given, may be 
expected to become less and less detailed. 
mte 1.—" Bal/8." wiU denote « Balance Sheet." 

Note 2. — Remember that, if a rule states what an a/c reeeiveSf it is usually easy 
to infer at once what it delivers. 

ABSTRACT OF PROCEDURE. 
With Joxtknal, Lbdobr, and Balance Shbbt, but no Trial Balanob. 

Initial Opbnino 
I. Journalize to, but not including, Stock BiUance. 

Rules. 

1. Cap. A/c receives Liabilities. 

2. Cash transactions are taken as between Cash and GkK>ds direct. 

3. Service A/cs receive losses. 
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II. Totals of two columns of Journal found. Should be equal. Would then 
be proof of the journalizing. 

III. Post all the Journal. 

lY. Compute bals. of distributed Capital A/cs, and transfer them down on 
opposite sides. 

y. Post Stock bal. and compute GU)od8 A/c bal. Transfer the former down, 
and the latter to P. & L. 

YI. Compute bals. of Service A/cs, and transfer each with two postings 
to P. & L. 

HULE. 

4. p. & L. A/c receives debit bals. of Service and Goods A/cs. 

YII. Balance P. & L. A/o and transfer to CapitaL 
YIII. Balance Capital and transfer down. 

IX. Draw up Balance Sheet. 

X. Proof of the Books. Bals. of Cap. A/c and of Bal/S are on same side and 
equal. Otherwise : Bal/S closes itself (Art. 169). 

XI. Loss or Profit? If bal. of P. So L. be debit, it shows loss and amt. 
thereof ; if credit, it shows pain and amt. thereof. 

XII. Solvency or Insolvency? In Cap. A/c, if bal. be debit, it shows 
insolvency and amount of deficit or net liabiliti/ ; if credit, it shows soheney and 
amt. of net capital. On Bal/S solvency or insolvency will be obvious as well as 
amt. concerned. 



162. Exercise xxxii. 

COLLEGE OF PRECEPTORS. 
Second Class (or Junior), Dbcbmbbb, 1901. 

1. Enter the following Statements and Transactions by any system of Book- 
keeping you have been taught. 

2. Post these entries into the Ledger. 

3. Balance the Accounts. Ascertain how much Cash I have, both at Office 
and at Bank, also how much is owing to me and by me. Find the Gain or Loss 
on the Goods, by means of a Goods Account; the Net Gain or Loss, by a 
Profit and Loss Account; the Net Capital, by means of a Balance Sheet. 
[N.B. — A Trial Balance is not desired.] 

On Aug^t 1, 1901, my Books showed the following — 



LlABILITIBS. 


ASSBTS. 






£ «. d. 




£ 8. 


d. 


jyon & Co. 76 6 


Cash at Office 


27 10 







„ Bank 


760 







Goods valued at ... 


875 







Due from E. Lamb 


35 15 






Aug. 



Transactions. a ^ 

2. Sold Goods to Y. Wolfe 46 16 

Bought Goods of A. Bull 108 10 

5. Sold Goods for Cash 52 12 

Paid to Lyon & Co., by Cheque 60 

Sold Goods to E. Fox 77 10 

Bought Goods of Lyon & Co 86 16 



10. 
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Aug^. 12. Beceived Gash from E. Fox £58 10 

Discount allowed 1 10 



£ 8. d. 



17. Sold Qoods for Cheque, sent to Bank 

Paid to Lyon & Co., by Cheque.. £47 10 
Discount allowed 2 10 



„ 23. V. Wolfe paid to my Bank Account 

Paid to A. BuU, Cash £36 

By Cheque 60 

Discount allowed 4 



„ 28. Bought GK>ods, and paid by Cheque 

Sold Goods to K. Lamb 

K. Lamb paid me Cash 

„ 81. Sold Goods for Cash during the month 

Sent to Bank during the month 

Paid Wages, &c., during the month, in Cash 

Estimated iralue of Goods on hand 

168. Solution of Exercise xxxii., for comparison with that of the student. 
Note, — L.F. « Ledger Folio ; J.F. = Journal Folio. 

Fol. 1. JOURNAL. 



60 





61 6 





60 





30 





90 





96 17 


6 


34 6 





60 





127 10 





260 





20 16 





816 








Debits. 


Credits. 


1901 




L.F. 


£ 


«. 


d. 


£ 


9, 


d. 


Aug. 1 


Cash Dr. 


2 


27 


10 













Bank Dr. 


3 


760 
















Goods Dr. 


9 


876 
















K. Lamb Dr. 


4 


35 


16 













To Capital 


1 








1688 


5 







Capital Dr. 


1 


76 


6 













To Lyon & Co. 


6 








76 


6 





„ 2 


V. Wolfe Dr. 


6 


46 


16 













To Goods 


9 








46 


16 







Goods Dr. 


9 


108 


10 













To A. Bull 


7 








108 


10 





n 5 


Cash Dr. 


2 


62 


12 













To Goods 


9 








51 


12 







Lyon & Co. Dr. 


6 


60 
















To Bank 


3 








60 








„ 10 


E. Fox Dr. 


8 


77 


10 













To Goods 


9 








77 


10 





, 


Goods Dr. 


9 


86 


16 













To Lyon & Co. 


6 








86 


16 





„ 12 


Cash Dr. 


2 


58 


10 













Discount Dr. 


10 


1 


10 













To E. Fox 
Carried forward 


8 








60 










2266 


13 





2266 


13 
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Fol. 2. 





! Debits. 


Credits. 


1901 




L.F. 


' £ 


8, 


d. 


£ 


8, 


d. 




Brought forward 




2266 


13 





2266 


13 





Aug. 17 


Bank Dr. 


3 


61 


6 













To Goods 


9 








61 


6 







Lyon & Co. Dr. 


5 


60 
















To Bank 


3 








47 


10 







To Diacount 


10 








2 


10 





„ 23 


Bank Dr. 


3 


30 
















To V. Wolfe 


6 








30 










A. Bull Dr. 


7 


90 
















To Cash 


2 








36 










To Bank 


3 








60 










To Discount 


10 








4 








„ 28 


Goods Dr. 


9 


96 


17 


6 










To Bank 


3 








96 


17 


6 






4 


34 


6 













To Goods 


9 








34 


6 







Cash Dr. 


2 


60 
















To K. Tjamb 


4 








60 








„ 31 


Cash Dr. 


2 


127 


10 













To Goods 


9 








127 


10 







Bank Dr. 


3 


260 
















Wages, &c. Dr. 


11 


20 


16 













To Cash 


2 

■ 








270 


15 







3066 


6 


6 


3066 


6 


6 



Fol. 1. 
Dr. 



LEDGER. 
Capital Account. 



Cr. 



J.F. 

1 


£ 
76 


6 


d. 



1901 

Aug. 1 

„ 31 




1645 





6 






1721 


5 


6 


Sept. 1 









1901 

Aug. 1 

„ 31 



To Lyon & Co. 

,, Balance 
carri e d 
down (net 
Capital) ... 



By Sundries., 
,^ Profit and 



,, Balnnce 
brought 
down 



i.y. 
1 


1 £ 

1 16S8 


1 6 




.'it! 







1721 


i) 


1645 
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Fol. 2. 
Dr. 



Gash 



Account. 



Or. 



1901 I 
Aug. l|ToCapitaL„ 

„ n' „ B, Fox.,, 
,, 28! ,, K. Lamb. 
„ 31 ,, Goodi .., 



Sept. 1 



Bal. b.d. 



J.F, 


£ i. 


d. 


1901 


1 


%1 10 





Aug. 23 


1 


62 12 





„ 31 


1 


58 10 





It It 


2 


60 







2 


127 10 







;nfi 2I 




1 9| 7 








By A. Bull.. 
,, Sundries.. 
,, Balance 

carried 

down 



J.F. 


1 ^ 


s. 


2 


36 





2 


! 270 


15 




9 


7 


316 


2 









This Bal. b.d. is '* Cash at Office." 



Fol. 3. 
Dr. 



Bank 



Account. 



Or, 



1901 
Aug. 1 
„ 17 
„ 23 
., 31 



To Capital... 
,, Goods ... 
„ V. Wolfe 
„ Cash 

/ 



Sept. 1 „ Bal. b.d. 

This Bal. b.d. is « Cash at Bank.' 



JF. 


£ 


8. 


d. 


1 


760 








2 


61 


5 





2 


30 








2 


250 








1091 


6 





837 


17 


6 



1901 I 
Aug. 6 By Lyon & Co. 
ti 17 )) jt 
„ 23 ,, A. Bull... 
„ 28, „ Goods ... 
,, 31: „ Bal. c.d. 



J.F. 


£ 


8. 


1 


(iO 





2 


17 


10 


2 


dO 





2 


95 


17 




ei37 


17 


1091 


5 









Fol. 4. 
Dr. 




K. Lamb. 




Contra. 






Cr. 




1901 

Aug. 1 

„ 28 


To Capital... 
„ Goods ... 

„ Bal. b.d. 


J.F. 

1 

2 


£ 
36 
34 


8. 

15 
5 


d. 




1901 

Aug. 28 

„ 31 


By Cash ... 
„ Bal. c.d. 


J.F. 

2 


£ 
50 
20 


8. 





d. 







70 








70 








Sept. 1 


20 















Fol. 5. 
Dr. 



Lyon & Co. 



Contra. 



Cr. 



1901 I 

Aug. 6 

» 17 

„ 31 



To Bank ... 
,f Sundries.. 
,, Bal. c.d. 



J.F. 


1 £ 


8. 


dA 


1 


60 


0| 


2 


50 










53 










163 








1 







1901 J.F. £ 

Aug. 1 By Capital... 1 76 

„ 10 „ Goods ... I 1 , 86 



163 



8, d. 

5 
15, 







I 1- 

Sept. 1 „ Bal. b.d. 63 | 1 
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Fol. 6. 
Dr. 




V. 


Wolfe. 




Contra. 






Cr. 


1901 
Aug. 2 


To Goods ... 

/ 

„ Bal. b.d. 


J.F. 

1 


£ 
46 


8. 

16 





1901 

Aug. 23 

„ 31 


By Bank ... 
„ Bal. c.d. 


J.F. 

2 


£ 
30 
16 


s. d. 



16 




46 


16 





46 


16 


Sept. 1 


16 


16 







"T 



Fol. 7. 
Dr. 






A. Bull. 




Contra. 






Cr. 




1901 

Aug. 23 

„ 31 


To Sundries.. 
„ Bal. c.d. 


J.F. 

2 


£ 
90 
18 



10 


d. 





1901 
Aug. 2 

Sept. 1 


By Goods ... 
„ Bal. b.d. 


J.F. 

1 


£ 
108 


8. 

10 


rf. 






108 


10 





108. 


10 













18 


10 






Fol. 8. 
Dr. 






E. Fox. 




Contra. 






Cr. 




1901 
Aug. 10 


To Goods ... 
/ 

„ Bal. b.d. 


J.F. 

1 


£ 

; 77 

1 


8, 

10 


d. 




1901 

Aug. 12 

„ 31 


By Sundries . 
„ Bal. c.d. 


J.F. 

1 


1 £ 
60 
IT 


8. 


10 


d, 






1 77 


10 





77 


10 





Sept. 1 


! 17 


10 












Fol. 9. 
Dr. 



Goods 



Account. 



Cr, 



1001 




J.F. 


£ 8, 


d. 


1901 




J.F. 


£ i«. 


d. 


Aug. 1 


To Capital... 


1 


875, 





Aug. 2 


By V. Wolfe 


1 


46; 16 





„ 2 


„ A. Bull... 


1 


108 1 10 





M 5 


„ Cash ... 


1 


52 12 





M 10 


„ Lyon&Co. 


1 


861 16 





„ 10 


„ E. Fox... 


1 


77 10 





„ 28 


„ Bank ... 


2 


95 17 


6 


„ 17 


„ Bank ... 


2 


61 5 





„ 31 


,, Profit and 


2 


j 




„ 28 


„ K. liamb. 


2 


34 5 







Loss (be- 




1 




„ 31 


„ Cash ... 


2 


127 10 







ing Gain) 




48 15 


6 


>» » 


„ Stock Bal. 










/ 










c.d. ... 




815 1 







„ Stock Bal. 




Il214 18 







' 




1214 1 18 


J 


Sept. 1 


1 










b.d. ... 




815 
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Discount 



Aug. 12 
» 31 



ToK Fox ... 



10 



Account. 



Or. 



1901 

Aug. 17 

,. 23 



ByLj-oTi&Co. 
„ A. Bull,.. 



J.F. 

2 
2 



10 



Fol. 11. 
Dr. 



1901 
Aug. 3l| To Cash 



Wages, &c. 



£ 
20 



Account. 



1901 
Aug.3l|ByP. &L.. 



Cr. 



J.F. 

2 ■ 



£ 
20 



Fol. 12. 
Dr. 



Profit 



AND Loss. 



Cr. 



1901 




J.F. 


£ 


8. 


d. 


1901 




J.F. 


£ 


s. 


d. 


Aug. 31 


To Wages ... 




20 


15 





Aug. 31 


By Goods ... 




48 


15 


6 


ft ft 


„ Capital 
(being net 
gain) ... 


1 


33 





6 




„ Discount. 




5 










63^ 


ii 


_6 


53 


16 


6 









BALANCE 




SHEET. 














Liabilities. 


Assets. 


Due to — 
Lyon & Co. ... 
A. BuU 


£ 

53 
18 


«. 


10 


d. 



£ 

71 
1645 


8. 

10 



d. 

0* 
6 


Cash at— 

Office 

Bank 

Due from — 
K. Lamb ... 
V.Wolfe ... 
E. Fox 

Stock 


£ 

9 

837 


8. 

7 
17 


d. 


6 


£ 
847 

1 54 
815 


8, 

4 

6 



d. 


Balance, 
Net Capital 








20 
16 
17 



16 
10 







6 

Of 



/ 






i 




1716 


ii 


e^ 


1716 


10 


6 



♦ Owing by me. 



t Owing to me. 
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164. The distribution of capital may have a wide rai^e. Such 
portions as take the form of cash, bills, goods, 

vin^^^r^^ credits, and debits, which fluctuate in the 

DepreeialbLn, * course of trade, and are meant to do so, form 
what is called Floating CapUal, 

Portions of distributed capital, like premises and machinery or 
plant, which change in value gradually and slowly by process of decay 
or by wear and tear, are described as Fixed Capital. 

Any portion of fixed capital of which we take cognizance in the 
books will have an account assigned to it. If existing at the opening 
of the books, it will be delivered to its a/c by Capital A/c. If 
purchased afterwards, it will be received by its a/c from the money a/c 
which pays. Additions by purchase will be received in the same 
way. If renewals and repairs occur which simply keep up the value, 
payments for them are treated as losses and dehvered to P. & L. A/c 
by the a/c which finds the money. 

It is usual to assume that at the end of each successive period the 
fixed capital will have deteriorated by a certain percentage of its 
value, and the amount of this at balancing is delivered by its a/c to 
P. & L. A/c as a loss. This is called " writing off " depreciation for 
the period. Depreciation may be assigned for any kind of fixed 
capital separately ; for example, Premises, as in the next exercise. 

165. Exercise xxxiii. 

COLLEGE OF PRECEPTORS. 
Second Class (or Juniok), Midsummer, 1901. 

1. Enter, by any system of Book-keeping, the following Transactions of 
T. Watkins. 

2. Then transfer these entries into the Ledger. 

3. Then Balance the Ledger. A Trial Balance is not required. Candidates 
who use a Journal should add up the Journal. 

£ 8. d. 

May 1. Value of Premises 500 

Cash on hand 179 10 

CashatBank 800 

Goodsonhand 740 10 

T. Daly owes the Firm 147 10 

The Firm owes E. Edwards 220 10 

„ 3. Sold to S. Derby, Goods 119 10 

,, 5. Placed in Bank 60 

„ 6. Bought from S. Edgar, Goods 37 10 

,, 8. Returned Goods, unsuitable, to E. Edwards 25 
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£ s, d. 
May 10. The Firm pays Gash to £. Edwards, £70, and 

is allowed discount, £4 74 

„ 13. Sold to W. Daniels, Goods 119 

,, 14. Received a Bank Note from T. Daly 100 

,, 19. Settled S. Edgar's account by Cheque. 

Discount allowed 1 10 

„ 20. Purchased additional Premises and paid by 

Cheque , 250 

„ 21. Sold Goods to T.Daly 47 10 

„ „ S.Derby 56 

„ ,, W. Daniels 84 10 

„ „ M. Roberts for Cash 37 

„ 22. Purchased Goods from Watson & Co 211 

„ 24. Forwarded to Watson & Co. Cheque for 100 

Discount allowed 6 

„ 26. T. Daly paid into Bank Account 100 

Discount allowed on this payment 3 10 

,, 31. Wages, &c., during month, paid by Cash ... 29 10 

Estimated Depreciation of iS'emises 5 6 

Goods on hand valued at 600 



166. Solution for comparison. There are a few items of new sorts, and one 
of the final results finds a customer of the firm (T. Daly) who is at the same 
time a creditor. 



Fol. 1. 


JOURNAL 


• 














Debits. 


Credits. 


1901 




L.F.I 


£ 


s. 


d. 


£ 


8. 


rf. 


May 1 


Premises Dr. 


2 


600 
















Cash Dr. 


3 


179 


10 













Bank Dr. 


4 


800 
















Goods Dr. 


11 


740 


10 













T. Daly Dr. 


6 


147 


10 













To Capital 


1 








2367 


10 







Capital Dr. 


1 


220 


10 













To E. Edwards 


8 








220 


10 





„ 3 


S. Derby Dr. 


6 


119 


10 













To Goods 


11 








119 


10 





„ 5 


Bank Dr. 


4 


60 
















To Cash 


3 








60 








„ 6 


Goods Dr. 


11 


37 


10 













To S. Edgar 


9 








37 


10 





.1 8 


E. Edwards Dr. 


8 


26 
















To Goods (returns) 


11 








25 








,, 10 


E. Edwards Dr. 


8 


74 
















To Cash 


3 








70 










To Discount 
Carried forward 


12 








4 










2894 








2894 
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Fol. 2. 



Fol. 1. 
Dr. 





Debits. 


Credits. 






L.F. 


£ 


s. 


d. 


£ 


s. 


d. 


1901 


Brought forward 




2894 








2894 








May 13 


W. Daniels Dr. 


7 


1 119 
















To Goods 


11 


1 






119 








„ 14 


Cash Dr. 


3 


100 
















To T. Daly 


5 








100 








„ 19 


S. Edgar Dr. 


9 


37 


10 













To Bank 


4 








36 










To Discount 


12 








1 


10 





„ 20 


Premises Dr. 


2 


250 
















To Bank 


4 








250 








„ 21 


T. Daly Dr. 


5 


47 


10 













S. Derby Dr. 


6 


55 
















W. Daniels Dr. 


7 


84 


10 













Cash Dr. 


3 


37 
















To Goods 


11 








224 








» 22 


Goods Dr. 


11 


211 
















To Watson & Co. 


9 








211 








„ 24 


Watson & Co. Dr. 


10 


105 
















To Bank 


4 








100 










To Discount 


12 








5 








„ 25 


Bank Dr. 


4 


100 
















Discount Dr. 


12 


3 


10 













To T. Daly 


5 








; 103 


10 





„ 31 


Profit and Loss Dr. 


13 


34 


15 





1 








To Cash, for Wages, &c. 


3 








29 


10 







To E*remiso8, for Depre- 




1 






1 








ciation 


2 


1 






1 5 


6 







4078 


15 





4078 


15 






LEDGER. 

Capital. 



Cr. 



19D1 

May I 

„ 31 

j> It 


ToE.Edwardfl 
,, Profit and 

f. Balance 
carried 
down ,.. 


J.F. 

1 
2 


£ 
220 

mi 


s. 
10 

5 

15 


d. 






1901 
May 1 

June 1 


By Sundry 

A/cs ... 

/ 

„ Balance 
brought 
down 


J.F. 

1 


£ 
2367 


8. 

10 


d. 





2307 








1 2367 


10 













2117 


15 
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Fol. 2. 
Dr. 



Premises. 



Cr. 



1901 

May 1 

„ 20 


To Capital ... 
,, Baiik ... 

„ Bal. b.d,.. 


J. p. 

1 
2 


£ 

500 
250 










1901 
May 31 

If if 


By Profit and 

Lofli ... 

,, B«l. c.d..» 


2 


744 


5 
15 



D 




ISO* 


7*50 








June 1 


744 


15 












Fol. 3. 
Dr. 



Cash. 



Cr. 



1901 
May 1 

rP H 
n 21 


To Capital „. 
,. T.Daly-.. 
,, Goods ... 

/ 

„ Bal. b.d.-. 


1 
2 
2 


179 

100 
37 

1 316 


A. 

10 











1901 
Mav 6 

,/l3 
„ 31 


By Bank ... 

., E.Edwards 

„ Profit and 

L089 ... 

,^ BhI. c.d-... 


1 
2 

2 


SO 
70 

29 
167 




10 












316 


10 





June 1 


- 167 















Fol. 4. 
Dr. 



Bank. 



Cr. 



1901 
May 1 

„ ^ 
„ 25 


To Capital ... 
„ Cash ... 
„ T.Daly... 

/ 
„ Bal. b.d... 


J.F. 
1 

1 

2 


11(0 







1901 

May 19 

„ 20 

„ 24 


By 8. Edgar.. 
„ Premises... 
„ Watson&Co. 
„ Bal. c.d.... 


J.F. 

1 
2 
2 


£ 
36 
250 
100 
564 


i. 






d, 








950 


0| 


950 








June 1 


564 


o| 









Fol. 5. 
Dr. 



T. Daly. 



Cr. 



1901 


May 1 


„ 21 


„ 31 





J.F. 


To Capital ... 


1 


„ Goods ... 


2 


„ Bal. c.d.... 





£ 

147 

47 

8 



203 



10 



1901 J.F. 

May 14 By Cash ... i 2 
25; ,, Sundries...! 2 

/ • 



June 1 



/ 



,, Bal. b.d. 



£ 

100 

103 


8. 


10 






203 


10 





8 


10 
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Fol. 6. 
Dr. 



S. Dbkbt. 



Cr. 



1901 

May 3 

„ 21 


To Goods ... 
»» »» 


j.p. 

1 
2 


£ l». 

119 10 

55 

174,10 


d. 






1901 
May 31 


By Bal.c.d... 


J.F, 


£ 
174 


8. 
10 


d, 





174 


10 





June 1 


„ Bal. b.d...' 


174 1 10 





1 







Fol. 7. 



Dr. 








W. Danibls. 






Cr. 




IttOl 
May 13 

» 21 


ToGooda ... 
,, Bal. ti.d... 


J.p, 
1 
2 


£ 

ilU 
84 

203 


u 

10 
10. 


I9UI 
Mfty31 


By aa.i5.d.., 


j.p. 


203 10 







203 to 





Juut* 1 


203 


10 


I 





Fol. 8. 
Dr. 



E. Edwards. 



Cr. 



1901 

May 8 

„ 10 

.. 31 



To Goods ... 
,, Sundries... 
,, Bal. c.d.... 



1 


£ 
23 
74 
121 


8, 





10 


d. 





1901 
May 1 

June 1 


220 


10 












By Capital 



„ Bal. b.d.. 



£ 
220 



220 



1*21 



10 



10 



Fol. 9. 



Dr. 








S. 


Edoak. 








Cr. 




1901 
May 19 


To Sundries... 


J.F. 

1 


£ 
37 


8, 
10 


d, 



1901 
May 6 


By Goods ... 


J.F. 

1 


£ 
37 


10 


d, 





37^ 


10 





37 


10 
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Fol. 10. 



Dr. 








Watson & Co. 








Cr. 




1901 

May24 

„ 31 


To Sundries... 
„ Bal.c.d.... 


J.F. 

2 


£ 

105 

106 

211 








d. 






1901 
May22 

June 1 


By Goods ... 
„ Bal. b.d... 


J.F. 

2 


1 £ 
211 


8. 




d, 





211 
















I 106 









Fol. 11. 
Dr. 



Goods. 



Cr. 



1901 I 
May 1 1 To Capital . 
„ 6 „ S. Edgar 
„ 22 „Watson&Co. 



June 1 



„ Stock Bal. 
b.d 



J.F. 


£ 


8, 


d. 


1 


740 


10 





1 


37 


10 





2 


211 










989 










500 









1901 
May 3 
„ 8 
„ 13 
„ 21 
„ 31 





J.F. 


By S. Derby.. ! 1 


„ E.Edwards 1 


„ W. Daniels 2 


„ Sundries... 


2 


„ Stock Bal. 




c.d 




„ P.&L. ... 





£ 

119 

25 

119 

I 



BS9 



Fol. 12. 
Dr. 



Discount. 



Cr. 



1901 
May25 



To T.Daly... 

,, Profit and 
Loss 



J.F. 


£ 


8. 


d. 


1901 


2 


3 


10 





MaylO 
„ 19 




7 








„ 24 

i 


1£ 


10 


_0 



By E.Edwards 
„ S.Edgar... 
„Watson&Co. 



J.F. 


i £ 


8. 


1 


4 





2 


1 


10 


2 


6 





10 


iL 



Fol. 13. 



Dr. 






Profit 




AND 


Loss. 






Or 




1901 




J.F. 


£ 


i. 


d. 


1901 1 


J.F. 


£ 


». 


d. 


MaySl 


To Caeh, 










May31 


By Discount.. 




7 










Wagesj&c, 


2 


29 


10 





i» 11 


,, CiipiUi,M»^ 










If >i 


,, PremifloB 
(deprecia- 
tion) ... 


2 


£ 


5 







LiMt9 




29 


5 





jt " 


,f (3nxm ... 




1 


10 



















30 ' 5 





afl. 


5| 
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Balance Shbbt. 



Liabilities. 


£ 8, 


d. 


Assets. 


£ 


». 


d. 


Creditors— 






Premises 


744 


15 





T.Daly 


8 1 10 





Cash— 








E. Edwards ... 


121 ; 10 





At Office 


167 








Watson & Co. ... 


106 j 1 


At Bank 


564 








Balance, being net 


1 




Debtors— 








Capital 


2117 15 





S. Derby 


174 


10 











W.Daniels ... 


203 


10 












Goods on hand 


500 










2353 15 


2353 


15 






Note, — It is, of course, easy to expand this Bal/S into the form of the last one. 

167. The balance of the Goods A/c, if debit, is generally termed ^ro«« loss ; 

if credit, ffross gain. The epithet gross is applied 

oecause this bidance forms the main item of the 

Qro»9 Qain or Loss. P* & L* A/c» and it would be well to consider it as 

implying tnat fact simply. 

Taking the term in its literal sense would at times 

lead to such an anomaly in the P. & L. A/c as a gross gain occurring with a net 

loss, or a gross loss with a net loss larger than itself, or even possibly a gross loss 

with a net gain. This shows, of course, that the term is, in theory, not adequate 

for its purpose. But in sound trade the occurrence of any of these anomalies 

will be exceptional, and therefore the objection, though worthy of notice, is 

not serious in practice. 

Still, it would be better if the so-called gross gain or loss were simply referred 
to as ihe transfer balance from Goods A/c to P. & L. A/c, and the balance of 
P. & L. were then called simply the gain or loss. 

At first sight this would seem like making the Goods A/c subsidiary to the 
P. & L. This is not, however, the correct view, but rather the reverse of it, 
as many think. In ^ny case, we may say that Goods A/c and the P. & L. A/c 
are virtually two sections of one great a/c, which it is generally considered best 
to treat separately in Mercantile Book-keeping. For manufacturers and some 
others the case is usually different ; but this point may be conveniently post- 
poned to a later chapter. 



*Iteal** Balance of 
Oood9 Ale, 



168. The word '* real," as applied in Book-keeping to a section of a/cs, has 
an obvious ambig^ty, with respect to which writers on 
the subject nsuadly exercise care. Bather a curious 
result of this ambiguity, though not the usual one, may 
be observed in a statement, which occurs in more than 
one treatise of good repute on Book-keeping, to the 

effect that '' Stock on hand is the real bi^uice of the Goods Account." This is 

noticed here simply because its critical examination makes an instructive as 

well as interesting Httle exercise. 
Taking the word ''reaP' in its ordinary sense, the statement is irrational ; 

for, as we have remarked with intentional frequency, Stock on hand, is not a 
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balance of an account at all, although it may be an estimate of the value of a 
balance of quantities derived from an auxiliary book. Taking the word in its 
technical sense, and assuming '*of " to mean ^Mn/' maybe said to render it 
literally true. This latter meaning, however, was evidently not the one intended 
in the passage quoted. 

169. When Capital A/c is treated as if on the level of an ordinary 

personal a/c (Art. 133), and its balance collected in 

Capital Aje as ***® Bal/S, it will take up the place of the balance of 

Personal, the Bal/S itself, as we have seen that the two are 

Effect on Bal/S. equal and on same side (Arts. 158-160). The result 

will be that the Bal/S will close itself. When this 

duly occurs it may be taken as the proving of the books. 

In following the above procedure, the entry on Bal/S for Capital will be 
amongst Sundbry Creditors if there be a net capital, but amongst the Debtors if 
there be a deficit. The entry in the former case may be " Capital — Net," in 
the latter "Deficit." 
This modified process is worthy of being exemplified in the next exercise. 

170. While carrying out the idea just expressed, it will be convenient to 

notice, and apply the fact, that, in the absence of a 
_ , „ T/B, this Bal/S may be made to serve the purpose of 

i^ivSy one pretty well. 

To do ttiis, it will simply be necessary, when calcula- 
ting the balaiices of distributed Capital in the Ledger, 
to enter the results on the face of the Bal/S direct, reserving their posting till 
later. Stock balance, which does not require calculation, should be posted, and 
P. & L. balances dealt with, as usual. 

When the books prove by closure of the Bal/S, the balances thereon, ex- 
cepting Stock, may be posted thence into their respective a/cs. The posting of 
each will, of course, be double, including the "carried down" and the 
"brought down." 

This procedure should be applied to the next two exercises. The new way 
of entering the bal. of Capital A/c on Bal/S will be seen in their respective 
results, as given after them. 

171. Exercise xxxlv. 

COLLEGE OP PRECEPTORS. 
Second Class, Chbistmas, 1900. 

1. Enter the following Statements and Transactions by any system of Book- 
keeping you have been taught. 

2. Post these £!ntries into the Ledger. 

3. Balance the Accounts. Ascertain how much is owing to us and by us. 
Find the Gain on the Goods by means of a Goods Account, the Net Gkiin by a 
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Profit and Loss Account, the Net Capital by means of a Balance Sheet. 
(N.B. — A Trial Balance is not required.) 

On August 1, 1900, my Books showed the following : — 



Liabilities. 


ASSBTS. 


£ 8, d. 


£ 8. 


to Hope & Co. 125 


Cash at Office ... 56 10 




„ Bank ... 765 




Goods valued at ...875 




Due from C.Dickens 63 10 



Transactions. 

Aug. 2. SoldG. Heiity, Gk)ods 

,, 4. Received from C. Dickens, Cash 
havingallowed him Discount 



£48 15 
1 5 



7. Bought of Hope & Co., Goods 

Sold W. Scott, Goods 

10. Paid Hope & Co., Cash £50 

by Cheque ... 140 
havingbeenallowedDiscount 10 

15. Sold Goods for Cash up to this date 

Bought Goods and paid by Cheque 

17. Sold G. Henty, Goods 

G. Henty paid me. Cash £78 

and I allowed him Discount 2 



18. Paid into Bank, Cash 

20. W. Scott paid to my Bank Account 

25. Bought of H. Kingston, Goods 

30. SoldC. Dickens, Goods 

Paid H. Kingston, Cash £20, by Cheque, £80 

31. Sold Gh)ods for Cash up to this date 

Paid Wages, &c., during the month, by Cash 
Estimated value of Goods on hand 



56 


10 





765 








875 








63 


10 





£ 


8. 


d. 


73 


16 





50 








135 








87 


10 





200 








96 


12 





108 


7 


6 


64 


16 





80 








175 








75 








127 


15 





54 


8 





100 








112 


10 





37 


15 





825 









172. Result of foregoing given as test of the stvden^s solution : — 
Dr. Profit and Loss Account. Cr. 



1900 
Aug. 31 



To Wages, &c. . 
„ Capital* 



• 2^et Gain, 



£ 


8, 


d. 


1900 


37 


15 





Aug. 31 


37 


8 


6 


»» »» 


75 


3 


6 





By Discount 
,, Goodst 



£ - 8. 



75 



t Ot&ia on Goods, or Gro88 Gain. 
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Balance 


5 


Sheet. 








Liabilities. 


1 £ 


<. 


d. 


Assets. 


£ 


«. 


rf. 


Sundry Creditors — 
Hope & Co. ... 








Sundry Cash A/cs ... 








i 60 








Cash 


109 


12 





H. KiDgston ... 


! 27 


16 





Bank 


686 


12 


6 


Capital-Wet ... 


1672 


8 


6 


Sundry Debtors— 1 








/ 


1 






C. Dickens 


67 


18 





/ 


1 






G. Henty 


58 


11 













W. Scott 


12 


10 





/ 








Stock on hand 


825 








■ 


1760 


3 


_6^ 


1760 


3 


6 



Owing by us, £87. 15«. 



Owing to us, £138. 19«. 



173. For the paper which will now follow, the method of this chapter is not 
only permissible, but also precisely appropriate, as the opening is really an 
initial one, and the closing may be taken as an " interim " one. 

Note, — The items of Jan. 23 and 29 may both be assigned to a Premises A/c ; 
that of Jan. 31 to a Promotion Expenses A/c; and the current expenses to 
Trade Charges A/c. 



Exercise xxxv. 

COLLEGE OP PRECEPTORS. 

First Class (ok Senior), Midsummer, 1901. 

The firm Branston & Sons open a business in coal, and the following items 
show their transactions for the first six months. 

(i.) You are required to journalize them, adding up the amounts up to 

March 31 and June 30. 
(ii.) To Post into the Ledger, 
(iii.) Then to Balance the Ledger. 

1900. Transactions. £. s. d. 

Jan. 1. Commencing Capital at Bank 5000 

Draw from Bank 100 

„ 9. Buy from S. Leighton, Coal 1125 

„ 11. „ T. Laverock, Coal 700 

„ 19. „ Levi & Sons 150 

„ 23. Pay for Purchase of Premises, by Cheque 1250 
„ 29. „ Fittings, &c., of Premises, by Cheque 139 5 6 
,, 31. „ Advertisements and other prelimi- 
nary Expenses, by Cheque 225 4 6 

Feb. 4. Forward to S. Leighton— 

an Acceptance at 2 months 500 

and a Cheque 625 

., 11. SelltoCranfield&Co., Coal 680 12 6 
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Feb. 


17. 


' »> 


20. 


March 9. 


»> 


11. 


ft 


31. 


April 


6. 


>» 


7. 


it 


12. 


>> 


14. 


»i 


30. 


May 


11. 


it 


24. 


tt 


31. 


June 


30. 



£ 8, d. 

Draw from Bank .k 100 

Forward to T. Layerock, Cheque 600 

Sell to Chesterfield & Co., Coal 646 17 6 

Cranfield & Co. forward their Acceptance 

at 1 month 600 

Quarterly Cash paid for current Expenses 42 10 

Forward to Levi & Sons, Cheque 100 

My Bill now due met at Bank 600 

Chesterfield & Co. forward a Cheque 446 1 7 6 

and an Acceptance at 3 months 60 
Cranfield & Co.'s Acceptance duly honoured 

at Office 600 

Sell to Carlton & Co., Coal 316 17 6 

Sell for Cash to Robins & Co., Coal 66 10 

Carlton & Co. forward Cheque 316 17 6 

Pitrchase from Levi & Sons, Coal 224 17 6 

Quarterly Cash paid for current Expenses 32 4 6 
Having taken Stock, the Coal on hand is 

valued at 1000 



174. lUiult of Exercise xxxv. 
Dr. Profit 



AND Loss. 



Cr. 



1900 
June 30 



To Promotion ..♦ 
,, Trade Chargee 
It Captt&L 



22o 
74 

100 



400 ; I 



1900 
June 30 



By Coal .,, 



400 



*. d. 




400 











Balance 




Sheet. 














Liabilities. 


Assets. 




£ 


8, 


d. 


& 


8, 


d. 




£ 


8, 


d. 


£ 


8. 


d. 


Due to— 














Cash 














T. Laverock 


100 














At Office ... 


680 


16 


6 








Levi & Sons 


274 


17 


6 


374 


17 


g 


„ Bank ... 


2124 


6 





2805 
60 





Q 


Capital— 










Bills R'ble 














Net ... 








6100 


1 





Premises ... 
Due from 
Cranfield & 

Co. ... 
Chesterfield 

&Co. ... 


180 
60 


12 



6 



1389 

230 
1000 


6 

12 



6 

6 


/ 














Stock ... 


i 











5474 


18 


6 


6474 


18 


6 
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COLLEGE OF PRECEPTORS. 
FiBjST Class, Midsummw, 1904. 1} hours. 

1. The furm of Roberts & Co. have the Balances from the Ledger of 
December 31, 1903:— 

£ *. d. 

Premises valued at 2000 

Cash in Office 198 11 10 

Balance at Imperial Bank 2000 

Gockls on Hand 1728 

R. Oardington's Acceptance for 365 4 



1904. 
Jan. 1. 



The firm are Debtors to W. Smithson 280 11 



10. 
11. 

27 
31. 



7. 
14. 

20. 

23. 

29. 



31. 







R. Cardington borrows from the Firm, who 

give him a Cheque on Imperial Bank ... 720 
5. Firm forward to W. Smithson their Ac<^pt- 

ance at 2 months for 180 11 

J. Derby takes back Goods as unsuitable ... 365 

J. Derby forwards to firm his Cheque for ... 265 10 

and his Acceptance at 1 month for 99 10 

W. Wright purchases Goods valued at 726 1 1 

W. Wright pys, by Cash 320 

„ „ is allowed Discount 6 11 

„ ,, gives Firm his Acceptance at 

3 months for 400 

Feb. 1. Firm buy extra Premises from Goldsmiths' 
Company, and pay by Cheque on Im- 
perial Bank for 500 

Firm pay W. Smithson, by Cheque 1 00 

J. Derby's Acceptance, now due, paid to 

Firm, by Cash 99 10 

R. Cardington's Acceptance, now due, paid 

into Imperial Bank 366 4 

J. Derby purchases from Firm, Goods 260 

R. Cardington „ „ „ „ 760 15 

Firm purchase Goods from W. Smithson ... 380 

„ W.Wright 268 

March 8. Firm's Acceptance to W. Smithson, due 

this day, paid, by Cheque 180 

Cash Monthly Sale of Goods 74 

Depreciation of Premises estimated at 2 

Insurance of E^emises paid, by Cheque 10 

R. Cardington' s A/c is charged for Interest 

on Loan 12 

Salaries and Trade Expenses paid, by Cash 115 

Value of Goods on hand 500 



Enter these Transactions into the Journal. Post from the Journal into the 
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Ledger in the order named below. Ascertain the Net Profit and Loss. 
Ascertain the Net Capital at Close. 

[Order :— Fol. 1— Capital, Premises, Cash ; Fol. 2— Bank, Goods ; Fol. 3— 
Bill R., Bills P., Profit and Loss; Fol. 4— Smithson, Cardington, Derby; 
Fol. 5— Wright, Balance Sheet.] 

JK^Mft.— Net Profit, £178. 8». 3rf. Net Capital, £6189. Us. id. 



CHAPTER XVIIT. 



SIMPLE CONTINUOUS METHOD WITH TEIAL 
BALANCE. 

Cambridge Local Junior and Chamber of Combiner ce 

Tapers. 

176. The process of balancing an a/c at any date by transferring 

the balance down to the same a/c of the next 

speciaiJournaiizinff da/s date has been considered in regard to its 

of Opening Entries, effect in enabling us to rule off the a/c, up to 

the former date, as thus far closed. 

Now this a/c, if its balance had been transferred away to some 
other, would remain closed until specially opened by a later process. 
But by transferring its balance down it is re-opened for the new 
period at once by the same process. 

This re-opening in the new period is therefore performed by the 
second posting of a transaction which has its first posting in the old 
period. The book-keeper conveniently performs the two postings 
together with his Balance Sheet before him, after he has " prov^ 
the books '' by means of it. 



Digitized by 



Google 



118 BOOK-KEEPING. 

Now we have the Balance Sheet or materials for it to work from ; 
but in examinations we have not got the old books. Hence when 
we are directed to open the new ones we have, as a matter of fact, 
only the second postings left to make. 

It follows that, if we are to open through the Journal, the journal- 
izing must provide for only one posting of each item of the Balance 
Sheet ; and, since it is thus special, its form must be so also. 

The best method of providing this is to adopt a slightly modified 
form of the procedui'e of Chapter xv. The modification consists in 
adding the words "for balances b/d,'' which is, really, suitable 
na^Totion only. 

Here examine caref uUy the opening entries of the Journal of the 
next exercise. It will be found that each amount is entered in only 
one column and does not appear in the other column included in any 
total. It will therefore be pjosted only once. The posting will 
virtually be narration only, which is sometimes, as here, justifiable. 

177. The idea on which the journalizing is framed is one already 

explained ; by which we are led to consider the 

Assets of the firm as Drs. to the Liabilities. 

ases ofte e o . Q^pital must appear with the latter, or else 

Deficit with the former. Then the sum of the 

debits entered must equal that of the credits, as in the Balance Sheet 

itself. We verify this by adding up the two columns before going 

any further. 

If neither Capital nor Deficit be given, one or other must be 
calculated as alre^y explained (Art. 138). 

178. The papers set for the Cambridge Local Junior Examination 

are suitable and instructive for the present 

Balances through the Stage. It remains to State for such exercises 

Journal, that it is usual at closing to pass through the 

Journal those balances which are transferred 

away : namely, those of Groods a/cs, subsidiary a/cs to P. and L., and 

afterwards P. and L. itself. 

Balances which are transferred down are not passed through the 
Journal, except on rare occasions, when the operation is specially 
asked for. 

In next exercise we shall resume the application of the Trial 
Balance test. 
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Exercise xxxvil. 

CAMBRIDGE LOCAL EXAMINATIONS (Junioe). 

Bbobmbbr 16, 1904. 2 hours. 

[Handwriting and neatness of work will be considered in awarding marks.] 

You are recommended to read the questions through carefully, especially the 

instructions (a), (b), (e), (d) on the next page, before beginning to make 

your entries. 

1. On Dec. 31, 1903, my books show the following Balances : — At the Bank, 
£197. 15«. id. ; Goods on hand, £2980 ; Bills Payable, £246 ; H. Davis, Dr. in 
account, £210. 16«. 6rf. ; W. Hinton, Dr. in Account, £120. 9«. Zd. ; F. Brown, 
Cr. in account, £225. 8«. 7d, 

The following are the transactions for January, 1904 : 

Jan. 1. Bought Goods from F. Browni 165 

„ 4. Sold Goods for Cash 115 

,, 8. Bankpaidmy Acceptance No. 15, due to-day 120 

„ 11. Sold Goods to W. Hinton 278 

„ 15. Received a Cheque from H. Davis, £205 ; 

and allowed him Discount, £5. 15«. 6d, 210 15 6 

„ 18. Bought Goods from J. Hughes 322 10 

„ 22. Accepted F. Brown's Draft for £300 at 
3 months, and sent him a Cheque for 

£90. 8<. 7^. to balance account 390 8 7 

„ 25. Sold Goods for Cash 85 

,, 28. Received a Cheque from W. Hinton 150 

„ 30. Paid Wages and Office Expenses 64 

Open the Books on January 1 by means of the proper Journal Entries, and 
(a) Journalize all the transactions in order of date. (The Cash entries are not 
to hie summarized. Bills are to be inserted in the Journal; supplementary 
books, such as Bill books or Bought and Sold books, are not to be opened.) 

{b) Post the Ledger from the Journal. (No marks will be given for the 
Ledger posted otherwise than as directed.) 
{e) Take out the Trial Balance. 

{d} Having struck the Trial Balance, close the Books, and draw up a Balance 
Sheet, taking Gk>ods on hand as worth £3100, and making the necessary 
Journal Entries for Profit and Loss. 

179. The recommendation at the commencement of the foregoing paper lays 
stress on the later instructions ; but we have also to 
note from the previous data : — 
the^Bx^^e*^^ 1. No Capital Balance nor Deficit is given. It 
must be reckoned from the others. Remember that it 
is the difference between the two totals of balances 
given, and will fall with the lesser side. 

2. Cash transactions appear, but amounts are large and no Cash balance is 
given. We proceed thereibre on the assumption that Cash is all at Bank. 

3. A new a^c for J. Hughes is required. 

4. In the instructions Journal closing entries (plural) are expected ; so we 
adopt two subsidiary accounts : Discount and Wages. 

The ** necessary Journal entries" will be those which transfer the P. & L., 
&c., balances away. 

The student should do his best with this exercise before comparing with the 
following solution. 
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180. Solution of previous Exercise, 

Fol. 1. JOURNAL. 





Debits. 


Credits. 


1904 




L.F. 


£ 


s. 


d. 


£ 


8. 


d. 


Jan. 1 


Sundry A/cs Dra. 
To Sundry A/c8 


















Viz., Bank 


2 


! 197 


16 


4 








H. Davis 


6 


210 


16 


6 








W. Hinton 


6 


120 


.9 


3 








Gk>od8 


8 


2980 
















To BUlB Fble 


3 








245 










F. Brown 


4 








225 


8 


7 




Capital 
For Balances b/d 


1 








3038 


11 


6 




1 3609 





1 


3609 





1 




Goods Dr. 


8 


' 166 
















To F. Brown 


4 








165 








»» 4 


Bank Dr. 


2 


115 
















ToCJoods 


8 








115 








„ 8 


Bills Fble Dr. 


3 


120 
















To Bank 


2 








120 








„ 11 


W. Hinton Dr. 


6 


278 
















ToGK)ods 


8 








278 








„ 16 


Bank Dr. 


2 


205 
















Discount Dr. 


9 


5 


15 


6 










To H. Davis 


5 








210 


15 


6 


„ 18 


Goods Dr. 


8 


322 


10 













To J. Hughes 


7 








322 10 





y, 22 


F. Brown Dr. 


4 


390 


8 


7 








To Bills Fble 


3 








300 










„ Bank 


2 








90 


8 


7 


„ 25 


Bank Dr. 


2 


85 
















To Goods 


8 








85 








„ 28 


Bank Dr. 


2 


150 
















To W. Hinton 


6 








160 


. 





„ 30 


Wages, &c. Dr. 


10 


64 
















To Bank 
Tkanskbrs to p. & L. 


2 








64 










5409 


14 


2 


5409 


14 


2 






■^"' 


^"" 








jy yf 


Goods Dr. 


8 


110 


10 













To P. & L. 


11 








110 


10 





ti it 


P. & L. Dr. 


11 


69 


15 


6 










To Discount 


9 








5 


15 


6 




„ Wages, &c. 


10 








64 










Transpbr to Capital. 




1 












11 11 


P. & L. Dr. 


11 


40 


14 


6 










To Capital 


1 








i *» 


14 


6 
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LEDGER. 



Fol. 1. 



Dr. 






Capital 




A/c. 




Cr. 




JfiB.30 


ToBiOfincec/d 


J,F* 


3079 


6 





1904 

Jan. 1 

„ 30 

Feb. I 


Bj Hal. b/d.,. 
,, P. & L.... 


J.V.l 


£ ' it. 

3038 '11 

40 : 14 






3079 


fl 





1 
„ BaLb/d... 


3079 6 




' 






30791 6 






Fol. 2. 
Dr. 



Bank 



A/c. 



Cr. 



1904 
Jan. 1 

,, 4 
„ 15 
„ 25 

„ 28 


To Balance b/d 
„ Goods ... 
„ H.Davis... 
„ Goods ... 
„ W. Hinton 


j.p. 

1 
1 
1 

1 


iy7 

11a 

205 

85 

150 


A. 

15 






d. 
4 






1904 

Jan. 8 

„ 22 

„ 30 


By Bills P'ble 
„ F.Brown... 
„ Wages, &c. 
„ Balance c/d 

/ 


J.F. 

1 
1 
1 


£ 

120 
90 
64 

478 



8 

6 


~d. 


7 

9 




1 

! 
1 

„ Balance b/d , 


752 


15 


4 


752 


15 


4 


Feb. 1 


478 


6 


9 









Fol. 3. 
Dr. 



Bills 



Payable. 



1904 

Jan. 8 

„ 30 



J.F. 

To Bank I 1 

,, Balance c/d 

I 



£ 

120 
425 



545 



1904 

Jan. 1 

,, 22 



Feb. 1 



Cr. 



By Balance b/d 
„ F. Brown... 



,, Balance b/d 



£ 

245 
300 



545 



425 I 0| 



Fol. 
Dr. 


4. 






F. 




Beown. 






Cr 




1904 
Jan. 22 


To Sundries ... 

/ 


J.F. 

1 


£ 
390 

390 


8, 

8 
8 


7 

7 


1904 
Jan. 1 


By Balance b/d 
„ Goods 


j.p. 

1 


£ 

|225 

165 

|390 


8 


8 


d, 
7 


7 
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Fol. 
Dr. 


6. 




] 


H. 




Davis. 






Cr. 




1904 J.F. 
Jan. 1 To Balance b/d 


& 

210 


8. 'rf. 

16 1 6 


1904 
Jan. 1 


By Sundries . . . 


J.F. 

1 


210 


8. d, 

\b\ 6 


Fol. 6. 
Dr. 


W. 


HiNTON. 




Or. 


1904 

Jan. 1 

„ 11 


To Balance b/d 
„ Goods ... 

To Balance b/d 


J.F. 

1 


& 
120 

278 

398 


8. 

9 


9 


d. 
3 


3 


1904 

Jan. 28 

„ 30 


By Bank 

„ Balance c/d 


J.F.' 

2 


£ 8. 

150 
248 9 

398 1 9 


d. 

3 

3 


Feb. 1 


248 


9 


3 









Fol. 7. 
Dr. 



HUOHBS. 



1904 
Jan.30 



To Balance c/d 



£ 
322 



I I 



1904 
Jan. 18 

Feb. 1 



Cr. 



By Goods 
,, Balance b/d 



J.F. 

1 


£ 
322 


8. 

10 


d, 





322 


10 






Fol. 8. 
Dr. 



Goods 



A/c. 



Cr. 



1904 
Jan. 1 

>> »» 
„ 18 
„ 30 



Feb. 1 



J.F. 

To Balance b/d > 

„ F. Brown ' 1 

,, J. Hug^hes I 1 

„P. &L. ... 1 



,, Balance of 
Stock b/d 



f 


». 


d. 


1904 


2980 








Jan. 4 


1G5 








„ 11 


32i 








„ 26 


110 


10 





„ 30 


3578 










3100 









By Bank ... 
„ W.Hinlon 
,, Bank 
„StockBal.c/d 



J.F. 

1 
1 

1 



£ 

115 

278 

85 

3100 



». \d. 

o; 



o' 

0, 



3678 



Fol. 9. 
Dr. 



Discount 



A/c. 



Cr. 



1904 I Ij.f.I 

Jan.l5 ToH. Davis... 1 



16 



dA 1904 I 
6lJan.30|By P. & L. 



J.F. 
1 



Fol. 10. 
Dr. 



Wages and 



Officb Expenses. 



Cr. 



1904 I 
Jan.30 To Bank 



{■I 



19U4 I 
Jan.30|By P. & L. 



J.F.l 
1 
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Fol. 11. 



Dr. 






Pkofit 




AND Loss. 






Cr. 


1904 

Jan. 30 

>> >» 


To Sundries ... 
„ Capital ... 


J.F. 

1 
1 

■ 


£ 

69 

40 

110 


8. 

15 
14 

10 


6 
6 




1904 
Jan.SO 


By Goods 


...jT 

/ 
' 1 


110 
110 


*. d. 
10 

10 1 



Balance 



SUBBT. 



Liabilities. 

Bills Payable 

Cr. in A/c— 

J. Hughes ... 
Capital-Net 


£ 
425 

322 
3079 


8. 


10 
6 


d, 






Assets. 

Cash at Bank 

Dr. in A/c— 

W. Hinton ... 
GkK>dsonhand 


£ 

478 

248 
3100 


8, 

6 

9 



d. 
9 

3 





3826 


16 





3826 


16 








TRIAL 


BALANCE 












Debtors. 


Creditors. 




£ 


«. 


d. 


£ 


8, 


d. 


Capital 








3038 


11 


6 


Bank ... 






752 


15 


4 


274 


8 


7 


Bills Fble 






120 








545 








F. Brown 






390 


8 


7 


390 


8 


7 


H. Davis 






210 


15 


6 


210 


15 


6 


W. Hinton 






398 


9 


3 


loO 








J. Hughes 












322 


10 





Gk)ods ... 






3467 


10 





478 








Discount 






5 


15 


6 








Wages, &c. 






64 










14 






5409 


14 


2 


5409 


2 



181. Exercise xxxviii. 

CAMBRIDGE LOCAL EXAMINATIONS (Junior). 

Dbobmbbu 17, 1904. 2 hours. 

[Handwriting and neatness of work will be considered in awarding marks.] 

You are recommended to read the questions through carefully, especially the 

instructions (a), (6), (e)^ {d) on the next page, before beginning to make 

your entries. 

1. On June 30, 1904, my books show the following Balances : — At the Bank, 
£236. 12«. 6rf. ; Goods on hand, £2564 ; Bills Receivable, £370 ; H. Meek, Dr. 
in Account, £175. 18«. bd, ; W. Rees, Cr. in Account, £245. 17«. 4rf. ; J. Wilson, 
Cr. in Account, £118. 6«. 9<f. 
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The following are the transactions for July, 1904 : — 

1904. £ «. d. 

July 2. Sold Goods to H. Meek 215 

,, 5. Sent J. Wilson a Cheque for £114, being 

allowed £4. 6*. M. Discount ."^ 118 6 9 

„ 7. Sold Goods for Cash 95 

„ 11. Bought Goods from W. Rees 239 

„ 13. H. Meek accepted my Draft for £300 at 

3 months, and sent me a Cheque for 

£90. 18«. 5<f. 390 18 5 

„ 16. Sold Goods for Cash 127 14 

,, 20. Bank received payment of Bill Receivable 

(No. 9) due to-day 200 

„ 22. Sold Goods to F. HUl 182 

„ 26. Sent W. Rees a Cheque 300 

, , 30. Paid Wages and Office Expenses 53 10 

Open the Books on July 1 by means of the proper Journal Entries, and 

(a) Journalize all the transactions in order of date. (The Cash entries are not 
to be summarized. Bills are to be inserted in the Journal; supplementary 
books, such as Bill books or Bought and Sold books, are not to be opened.) 

{h) Post the Ledger from the Journal. (No marks will be given for the 
Ledger posted otherwise than as directed.) 

{c) Take out the Trial Balance. 

{d) Having struck the Trial Balance, close the books, making the necessary 
Journal Entries for Profit and Loss, and draw up a Balance Sheet. Take Goods 
on hand as worth £2270. 



182. The following results are given as tests of accuracy of working : - 
TRIAL BALANCE. 







Debtors. 


Creditors. 




£ 


8. 


d. 


£ 


«. d. 


Capital 








2982 


6 , 10 


Bank 






760 


4 


11 


467 


10 ' 


Bills Receivable .. 






670 








200 





H.Meek 






390 


18 


5 


390 


18 1 6 


W. Rees 






300 








484 


17 1 4 


J. Wilson 






118 


6 


9 


118 


6 ! 9 


F. HiU 






182 












Goods 






2803 








619 


14 


Discount 












4 


6 9 


Wages, &c 






53 


10 









■ 


5268 





1 


5268 


1 
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Dr. 




Profit 




AND 


Loss. 






Cr. 


1904 
July 30 


J.F. 

To Wages, &c. 2 
„ Capital ... 


£ 

53 

♦37 


8, 
10 

10 


d. 


9 


1904 
July 30 


To Sundries... 

/ 


J.F. 

2 

i 


£ 
91 

91 


o' 9 

1 




91 





9 


9 



* Net Gain, 





Balancb 




Sheet. 














Liabilities. 


Assets. 


Due to — 

W. Rees 

Capital— Net 


' £ 

184 
3019 


8. 

17 
17 


d. 

4 

7 


Due from — 
F.Hill ... 

Bills R'ble 

Cash at Bank 
Stock in Hand 

• 


£ 

182 
470 


8, 





d. 


0| 

1 

1 


£ 

652 

282 

2270 


8. 



14 




d. 



11 






3204 


14 


11 


3204 


14 


11 



Note, — A similar paper to the foregoing is given in Chapter xv., and should 
be worked here also by the method of this Chapter. 



183. The balances given as data for the opening of the books 

frequently include neither Capital Balance nor 

rreiitninary Deficit. Hence we have considered a ready 

Balance Sheet. method of proceeding to find one or other of 

them in simple cases (Art. 138). 
A more formal mode of answering the purpose is to construct a 
Balance Sheet from the data, and obtain thereby net Capital in the 
ordinary way. This method is sometimes asked for, and therefore 
two exercises will be given requiring it. After what has been done 
already in this chapter, there should be no difficulty in working 
them. 



fjr^rc/se xxxix. — On December 3l8t, 1901, F. Campbeirs Ledger has the 
following balances :— Cash Dr. £60, Bank Cr. £200, Bills R*ble Dr. £80, Bills 
P'ble Cr. £40, Stock on hand £160, T. Ashton Cr. £26, Bishop & Son Cr. £75, 
A. Davis Dr. £30, Farron & Co. Dr. £52, J. Geddes Dr. £23. 10«., Premises £400, 
Plant, &c. £160. 

Prepare Bal/S for December 3l8t, 1901, and open books on January 1st, 1902, 
making suitable entries in the Journal. 

Note that the Bank item must be an overdraft. 
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Working of the foregoing exercise. 



Balance 



Sheet. 



LlAIULITIES. 



Overdraft on 
Bank „, .„ 

Due on 
BiJlP'ble ... 

Due to 
T. Ashton ..> 
Bishop & Son 

Balance — 
Net Capital 



£ 3.\d. 



Id 

n 



U 




200 
40 



100 



955 10 



Amrts. 





1 £ 1 '■ 


"d: 


£ 


», 


Cash 










At Office 








60 





Due from 












Bills Whh .., 1 








80 





Due liy 


I 








A. Davis 


ao! 









Farmn&Co,... 


.■j2 u 









J. Geddea ... 


23 10 





105 
160 


10 


Goodfl ... ... 


1 




Premises 


1 




400 





Plant, &c. ... 








150 
955 


11 
10 



4- 













Fol. 1. 



JOURNAL. 





Debits. 


Credits. 






£ 


8, 


d. 


£ 


8, 


d. 


1902 
Jan. 1 


Sundry A/cs Drs. to Sundry A/cs 
Viz., Cash 


60 
















BiU R'ble 


80 
















A. Davis 


30 
















Farron & Co. 


52 
















J. Geddes 


23 


10 













GK>od8 


160 
















Premises 


400 
















Plant, &c. 


150 
















To Bank 








200 










Bills Fble 








40 










T. Ashton 








25 










Bishop & Son 








76 










Capital 
For Balances b/d 


955 






615 


10 







10 


ol 


955 


10 
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LEDGER. 
Dr. Capital Account. Cr. 

1902 I 11 £ I «. { ^. I 19U2 I 11 £ I «. I ^. 

, II I I I Jan. 1 1 By Bal. b/d || 615 1 10 | 

Dr. Cash Account. Cr. 

1902 1 " ll'de |»r|rf. I 1902 r~ " "" f£~\^\d, 

Jan. 1 1 To Bal b/d | 60 | | | | 



Dr. Bank Account. Cr. 

1902 I r~£ 87T( 

Jan. 1 I By Bal. b/d | 200 1 



1902 I ' £ I ». d. I 1902 |_ _ , I £ ». |rf. 



Dr. Bills Rbcbiyable. Cr. 

1902 I I £ i ». I rf. I 1902 I II £ I iJd. 

Jan. 1 1 To Bal. b/d |, 80 1 o|o| | 11 I I 

Dr. Bills Payable. Cr. 

1902 I |i £ I *. Irf. I 1902 I II £ I sTld: 

I nil I Jan. 1 1 By Bal. b/d || 40 | o|o 

Dr. A. Davis Contra. Cr. 

1902 I li £ I «. \d. I 1902 I 11 ^ I «• i^- 

Jan. 1 1 To BaL b/d f 30| o{o| | |{ | | 

And so on for the remaining a/cs which require opening by transferring down. 



184. Exercise xl. 

LONDON CHAMBER OF COMMERCE. 
Junior Cbbtificatb, May, 1901. 

The books of a trader show the following Assets and Liabilities on 
January Ist, 1901 : — 

£ 8, d, £ 8, d. 

Cash ;. 300 10 

Bills R'ble 289 

„ Fble 216 

Debtors— B. Owen 234 

C. Smith 69 10 

293 10 
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Creditors — ^J. Harries 
C. Cole 

Plant, &c 

Stock-in-Trade 





.... 160 


£ 8. d. 




.... 230 






390 
700 










210 



Prepare a Balance Sheet up to the above date. 

During the ensuing month of January, 1901, the trader makes the following 
transactions : — 

£ 8, d. 

Goods sold to B. Owen on Credit 500 

,, „ C.Smith 480 

„ bought from J. Harries 360 

,, ,, „ C.Cole 800 

Cash received from B. Owen 250 

„ „ „ C.Smith 100 

„ paid to J. Harries 200 

„ „ C.Cole 180 

Bills drawn on C. Smith 300 

Bills drawn by J. Harries and accepted 460 

Discount allowed B. Owen 8 10 

„ „ C.Smith 6 10 

„ received from J. Harries 2 10 

„ „ „ C.Cole 9 10 

In addition, he pays £30 as Kent, £60 as Trade Expenses, £40 as Wages. At 
the end of the month his Stock in hand is valued at £800. 

Write up his books, using only Ledger and Journal, make a Trial Balance, 
and prepare a Profit and Loss Account for the month of January. 



185. Partial 8olution of the foregoing ^ as a test of the student's work. 

Balance Sheet. Jan. 1, 1901. 



Liabilities. 


Assets. 


Bills P»ble ... 
Due to — 

J. Harries . 

C.Cole ... 

Balance — 
Vet 
Capital 

/ 


£ 

160 
230 






d, 





£ 
216 

390 
1187 


8, 






d, 







Cash 

Bills R'ble ... 
Due from — 

B.Owen... 

C. Smith... 

Plant, &c. ... 
Stock - in - 
Trade ... 

a 


£ 

234 
59 


8. 


10 


d. 





£ 

300 

289 

293 
700 

210 


*. d. 

10 



10 


0, 




1793 








1793 


o| 
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TRIAL BALANCE. 





Dr. Bals. 


Cr. 


Bah 


. 




£ 


8, 


d. 


£ 1 *. 


d. 


/Capital 










1187 i 







Cash ... 








150 


10 





1 




m 


Bills R'ble 








589 














« 


BiUs P'ble 






. ... 


1 






, 666 








2 j B. Owen 








1 475 


10 





1 








C. Smith 








133 


10 





' 






J. Harries 








1 142 














,^ 


C. Cole... 














840 


10 





o 


Plant, &c. 






. ... 


700 














Woods ... ftock,£800 1 
/ \Cr. Bal., £420/ 


380 














2.4 


Discount 


3 














•2«*d , 


Rent 


30 














1^ 


Trade Expenses 


50 














*5 


[Wages 


1 40 














i 


2693 


10 





, 2693 i 10 






Dr. 



Profit 



AND Loss. 



Cr. 



Jftn.31 
PI Jt 


ToDiavjount .. ' 3 

., Rent ' 30 

,, Trade Ex peiiBes 50 

„ Wages 40 

„ Capital ,297 


a, 







d, 







Jan.31 


By Goods 


£ 
420 


8.\d, 

o! 




!!420 


_0^ 





420 






Balance 



Sheet. 



Jan. 31, 1901. 



Liabilities. 




Assets. 










i £ *. 


d. 




1 £ 


«. 


d. 


£ 


8. 


d. 


BiUflP/ble 


[ flee 





Cash 








150 


10 





Due to— 








Bills R'ble... 








589 








C.Cole 


, 840 


10 





Due from — 














C»lit»l^»Bt 


.1484 








B. Owen.. 


475 


10 











/ 






C. Smith.. 


133 














/ 






J. Harries 


142 


10 











/ 
















761 
700 










/ 








Plant, &c. ... 








/ 








Stock 






■ 


800 










2990 


|0 


_0 


2990 


10 
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CHAPTER XIX. 



CONSIGNMENTS OUTWAED AND INWARD. ACCOUNT 

SALES. 

College of Preceptors^ Papers for Seniors. 

186. So far the items of P. & L. A/cs have usually been of small 

amount as compared with the magnitude of the 

Goods and Trading transactions in Goods. This may be assumed 

^/c*. to be the case in connexion with businesses 

which are strictly mercantile ; that is, which are 

wholly or mainly occupied with the collection of. Goods in bulk 

from various quarters and their redistribution in smaller quantities 

elsewhere. 

On turning to other important classes of business, for example, 
those engaged in the various kinds of manufacture, we find an 
important change in this regard. Some of the items, so far 
classed with P. & L., increase greatly in amount. This is not 
difficult to account for. The goods bought go through much 
alteration, requiring great expenditure before they are ready again, 
in new forms, for distribution. Among the increased items '' wages " 
is usually a very considerable one. 

For such business it is usual to transform the Goods A/c of a 
Merchant into what is often called a " Trading A/c," and therein 
include wages and all other indispensable outlays of importance. 

We have referred to trading a/cs somewhat out of place, because 
it is useful to compare with them a subordinate class of Goods A/cs 
which may occur in a merchant's books, and which deal with what 
are called " Consignments '' or " Ventures '' or " Adventures.'' In 
these it is usual to follow the practice of trading a/cs so far as to 
include all items of expense occurring, although the transactions they 
are concerned with are entirely mercantile. Consignments are of two 
classes which are not dealt with alike — Consignments Outward and 
Consignments Inward. 
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187. A merchant sometimes finds it an advantage to send goods in 
bulk to an agent in a more or less distant place, 

ConHgnmenta to be disposed of by the latter on behalf of the 

Outward. former. 

The agent will be paid usually by a "com- 
mission " of so much % on the selling price of the goods ; but he 
will not be considered at any time as the owner of the goods, but 
more like a salesman who has expenses to be met. The agent is the 
" consignee," the owner is the " consignor." 

In case of a consignment to our agent H. Cowan at Boston of 
GToods out of our stock, their value is first transferred from Goods 
A/c to an a/c described as " Consignment to Boston " or in some other 
distinctive way. To this a/c all charges we incur and all receipts which 
come to us in connection with the goods consigned are posted. The 
P. & L. A/c will only be concerned at the balancing of the Ledger ; 
when either a profit or a loss will require to be transferred. 

It is important to remember that the consignee's expenses and his 
commission will be charged by himself to us in his own a/c sent to us, 
but they will not as a rule be entered in our books. Only the net 
proceeds of his operations will come into the Consignment A/c. 
Moreover these may come in instalments according to the manner of 
sale or to arrangements with us. 

These features of an Outward Consignment render it easy for the 
student to become confused in dealing with even simple cases. It 
may therefore be of use to indicate ordinary Journal procedure by 
means of the following sketch thereof. 

Journalizings for debit postings would be usually 

Consignment A/c Dr. 

To source of goods consigned 

{uavxiUy Goods A/c), 
To source or sources of home pay- 
ments for expenses 
(which may be Cash or Bank). 

Entries producing credit postings would be 

(1) Supposing proceeds are forwarded promptly, 

Cash, 

Bank or, as is usual, 

BiUs E'ble Dr. 

To Consignment. 
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(2) If proceeds are delayed, 

H. Cowan (the agent) Dr. 

To Consignment 
(for proceeds). 

When (2) occurs H. Cowan has an a/c opened (if one is not open 
already) which is debited in accordance with this entry. For 
material delay interest may be chargeable. 

In posting (2) some kind of narration is often put in place of 
" H. Cowan " ; for which no good reason can be assigned. 

The final balance of the a/c, on whichever side, would be transferred 
to P. & L. by the usual rule. 

If balancing occur with a Consignment unsold or partly sold, and 
its a/c is still open, it requires the same treatment as an ordinary 
Groods A/c. Its remaining goods would be valued at cost and then 
form a balance to be c/d. 

188. It will be appropriate to give at once an example of an 

Account Sales. This is the name given to the 

statement to the home firm by the consignee of 

his business operations with the consignment. 

H. Cowan's A/c Sales might run as follows : — 

A/c Sales of Groods received per s.s. "Merman*' from Messrs. 
Dutton & Co. 

500 pieces tweed cloth sold for 
Carnages and Storing. . . 
Auction Expenses 

Incidentals 

Commission 



;25 

30 

6 10 

65 








& 8. d. 

3250 
126 10 








3124 10 
H. COWAN. 



Boston, May 1, 1905. 

From an inspection of the above it will be seen that expenses not 
debited in the Consignment A/c are allowed for in the Consignee's 
reckoning ; and in that way come into the a/c indirectly. 

It is for this reason that we instance the Consignment A/c as a 
thorough example of a trading a/c on a small scale. 
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189. If the firm receives a consignment itself for sale on com- 
mission, the position is quite different, and 
€on»ignment perhaps even more perplexing to the learner. 

Inwards. The Consignment is not the property of the 

firm; and has therefore no a/c opened in its 
Ledger. Otherwise two goods a/cs would be there belonging to two 
different firms. 

Suppose the consignment to be from T. Jardine. If we have 
expenses in regard to it, they are due from T. Jardine, and we debit 
an a/c opened for him. 

On selling the consignment — say to S. Haddon, the firm is passed 
over like a mere salesman, and Haddon is debited to Jardine direct. 
But on payment by Haddon the firm accepts, and one of its money 
a/cs is debited to Haddon, as it has deductions to make before 
transmitting the net proceeds to Jardine. An A/c Sales will proceed 
to the latter in due course. 

If this seems artificial, to introduce a Consignment Inwards A/c is 
still more so. 

A sketch of the procedure in the Journal might now be intelligible 
— as follows, say : — 

Consignor Dr. 

To our Money A/c 
(expenses we incur). 
Purchaser Dr. 

To Consignor. 
Money A/c (one of ours) Dr. 

To Purchaser. 
Consignor Dr. 

To Commission (ours), 
To Money A/c (ours). 

In the following papers will be found practice in dealing with both 
classes of Consignments. 

190. Exercise xli. 

COLLEGE OF PRECEPTORS. 

FiKST Class, Midsummer, 1902. IJ hours. 

1. Enter the following transactioos into the Journal, adding up the month* 
Totals. 

2. Post from the Journal into the Ledger. 

3. Balance the Ledger. 
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The Books of a Firm were doaed on 31 Dec, 1901, and show that — 

& 8, d. 

Goods in Stock were valued at 2007 

Consignment of Gk)ods to Paredes & Co., 

of Kingston, estimated at 750 

Cash on Hand 30 

An overdrawn Bank a/o 50 9 

T. Woodruff owes the Firm G65 6 

D. Carter „ „ „ 357 6 

The Firm owes T. Went 107 10 

„ „ C. Salt 269 16 

„ „ E. Alsop 172 15 

Jan. 1. Bought of C. Eardley, Goods 208 4 

„ 3. Accepted C. Salt's Draft at 1 month 269 16 

„ 12. Sold Goods to D. Carter 127 8 

„ 15. „ ,, E. Spartel 209 5 

,, 17. Keceived of D. Carter his Acceptance at 

1 month's dkte 400 

,, 26. Received of T. Woodruff his Cheque, and 

paid it into Bank 653 

Allowed him Discount 12 6 

Feb. 1. Bought of T. Went, Goods 113 16 

,, 3. „ E. Alsop, „ 201 

„ 7. Accepted E. Alsop's Draft at 2 months 312 5 

Sent E. Alsop a Cheque 60 

Was allowed by E. Alsop, Discount 1 10 

Acceptance in favour of C. Salt, due this 

day, met at Bank 269 16 

„ 17. Paid C. Eardley, by Cheque 138 16 

Allowed by 0. Eardley, Discount... 14 
„ 20. D.Carter met his Acceptance, due this day, by 

Cheque. Forwarded this Cheque to Bank 400 

March 1. Sold Goods to T. Woodruflf 246 12 

„ 4. „ „ D.Carter 546 15 

,, 31. Charged E. Spartel's A/o for Interest, as per 

agreement 15 

Trade Expenses paid by Cheque 20 

„ „ „ Cash 22 17 

Received from a former Bankrupt an a/c, in 

Cash 25 

Paredes & Co. forward me a Bill in my favour 
(first of Exchange) for £500, for amount 
of Sale of one-half of Consignment, less 
Commission, and they report the market 
favourable for Sale of the other half. 
Goods in Stock, £1700. 

,. on Consignment, £375. 
191. Partial solution for test purposes. 

Note, — As monthly totals are required, they may be taken as shown, along 
with total of each class of opening entries. The four totals on addition form a 
test of the accuracy of the «foumal totals. 
A Trial Balance is given of a/c balances. 
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! 


DebiU». 




Credits 




1902 


1 
Sundry A/cs Drs. to Sundry A/cs 


£ 


8. 


d. . 


£ 


.«. 


d. 




Viz. , Goods 


2007 
















CJonsignment to Paredes & , 
















CJo. i 


750 
















Cash 1 


30 
















T. Woodruff 1 


665 


6 













D. Carter 


357 


6 


: 










To Bank 








50 


9 







„ T. Went 








107 


10 







„ C. Salt 








269 


16 







„ E. Alsop 1 








172 


15 







,, Capital 








3209 


2 







Opening Entries Total £3809 12 














Jan. 1 


Groods Dr. 


. 208 


4 













To C. Eardley 








208 


4 





„ 3 


C. Salt Dr. 


269 


16 











' To Bills P*ble 








269 


16 





„ 12 D. Carter Dr. 


127 


8 













To Goods : 








127 


8 





,, 16 


E. Spartel Dr. 


209 


5 













To Goods 








209 


5 





n 17 


Bills R'ble Dr. 


400 
















To D. Carter 








400 








„ 26 


Bank Dr. 


653 
















Discount and Interest „ 


12 


6 













To T. Woodruff 








665 


6 







Total for Jan. £1879 19 














Feb. 1 


Goods Dr. 


lla 


16 













To T. Went 








113 


16 





„ 3 


Goods Dr. 


201 
















To E. Alsop 








201 








n 7 


E. Alsop Dr. 


373 


15 













To Bills P'ble 








312 


5 







„ Bank 








60 










,, Discountand Int. 








1 


10 





)) if 


Bills P'ble Dr. 


269 


16 













To Bank 






1 


269 


16 





„ 17 


0. Eardley Dr, 


140 





^ 1 










To Bank 








138 


16 







„ Discount and Int. 








1 


4 





„ 20 


Bank Dr. 


400 
















To Bills R'ble 








400 










Total for Feb. £1498 7 








1 








Carried forward 


7187 


18 

Digi 




ized by 


1 7187 

Goo 


18 

Qle 
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£ 


3bito. 

8. 


d. 


Credits, 




1902 




£ 


8. 


d. 


• 


Brought forward 


7187 


18 





7187 


18 





Mar. 1 


T. Woodruff Dr. 


246 


12 













To GkxMis 








246 


12 





» 4 


D. Carter Dr. 


546 


15 













ToCk)od8 








546 


15 





„ 31 


E. Spartel Dr. 


1 


5 













To Discount and Int. 








1 


5 





n )> 


Trade Expenses Dr. 


42 


17 













To Bank 








20 










„ Cash 








22 


17 





1) *) 


Cash Dr. 


25 
















To P. & L. 








25 








91 tt 


Bills R'ble Dr. 


500 
















To Consignment 








500 










Total for March £1362 9 
















Grand Totals £8550 7 


8550 


7 





8550 


7 







Tranbfbrs to p. & L. 
















Goods Dr. 


300 
















Consignments to Paredes „ 


126 
















To P. & L. 








425 










P. & L. Dr. 


51 


4 













To Discount and Int. 








8 


7 







„ Trade Expenses 








42 


17 







Transfer to Capital. 
















P. & L. Dr. 


398 


16 













To Capital 








398 


16 






Dr. 



FROM LEDGER. 
Consignment T) Pauedes. 



Cr. 



1902 
Jiin. 1 
Mar. 31 



Apr. 1 



To Balance b/d... 
„ P. &L. 



,, Balance b/d. 



£ 8, I d. 
750' 0,0 
125 O' 



875 ■ 



375 I 



1902 
Mar. 31 



By BiUsR'ble ... 
,, Bal.onhandc/d 



£ 

500 
376 



876 



01 
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Balance 



Sheet. 



Liabilities. 



Creditors — 
BiUs P'ble 
T. Went... 
C. Eardley 

Capital ... 



312 

221 

68 



601 
3607 



4209 



8. d. 



151 
18 



13 



Assets. 



Cash on hand 
,j at Bank 

Debtors — 

Bills R'ble 

T. Wood- 

rufife ... 

D. Carter 

E. Spartel 

Goods on 

hand 
Consignment 

Balance 



£ 


8. 


d. 


£ 


8, 


32 


3 









613 


19 





546 


2 


600 








246 


12 









631 


9 









210 


10 















1688 11 

! 


1700 








375 








1 
2075 






1 


4209 


131 
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TRIAL BALANCE. 



Capital 

Cash 

Bank 

Bills R'ble .. 
Bills Fble .. 
T. Woodruff 

D. Carter .. 
T. Went .. 
C. Eardley .. 

E. Spartel .., 



Balances of Ac/s. 



Consignment to Paredes 
Discount and Interest 

Trade Expenses 

P. &L 



Debits 




Credits 




£ 


8. 


d. 


i ^ 


8. 


d. 


1 






3209 


2 





, 32 


3 











, 513 


19 











1 500 




















312 


5 





246 


12 











631 


9 

















221 


6 











68 


4 





210 


10 











1400 














250 












8 


7 









42 


17 









1 






25 








3835 


17 





3835 


17 
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192. Exercise xlli. 

COLLEGE OF PRECEPTORS. 
First Class, Midsummbr, 1903. \\ hours. 

The following Transactions of a Firm are to be Joarnalized, then posted from 
the Journal into the Ledger. 
The Ledger is to be balanced and closed. 
[N.B.— The order of the accounts is to be as indicated on page 139.] 

1903. £. ». d. 

March 2. Cash at Bank 652 11 8 

Cash at Office 37 12 6 

Bills Receivable 579 16 8 

Bills Payable 201 12 

Goods on Hand 2017 3 4 

The Personal Accounts are as follows : — 

Amount due to Hewit 107 17 

„ „ „ Burton 164 2 G 

„ „ fromHolloway 169 17 4 

,, „ „ Walton 57 

,, 2. Received from Xavier & Co., a Consign- 
ment of Goods to be sold on their a/c, 

2 J% Commission , invoiced at 700 

Paid on this Consignment, Dock Charges 8 4 2 

„ 3. Sold to Holloway, Goods 169 16 

„ 4. ,, „ Peters, Goods 265 3 4 

„ 5. Drew for Office Cash, by Cheque 60 

,, 6. Paid to Hewit, by Cheque 106 12 

Discount allowed by Hewit 15 

,, 7. Bought of Burton, Goods 368 12' 

,, Hewit, Goods 144 6 8 

,, 9. Received of Holloway his Acceptance at 

onemonth 300 

,, „ his Cheque 38 12 8 

Allowed Holloway for Discount 10 8 

, , 10. Purchased at Auction Sales, Goods 600 

and gave the Bargain to Wendle for 640 

receiving in Cash from him 40 

,, , 11. Discounted with Godson & Co. Townley's 

Acceptance for 415 

and received their Cheque for 410 10 

Discount charged thereon 4 10 

„ 12. Received Cash of Walton 56 5 

Discount allowed Walton 15 

„ 16. Sold Burnet, Goods 500 

., 17. Received of Burnet, Winter's two 
Acceptances for £235. 3«. id. and 

£164. 16«. 8^ 400 

also his own Cheque for 98 

and allowed him as Discount 2 
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March 18. Paid at Bank the Acceptance due this day 201 12 

21. Sent Cash to Walton 40 

23. Bnmet's Acceptance paid this day, hy 
Cheque 164 16 8 

24. Paid Rates on Office, by Ca-h 25 2 6 

26. Sold to Burnet, part of Xavier & Co.'s 

Consignment 400 

Commission on this ShIc 9 

26. Accepted Burton's Draft at 21 days 532 14 6 

27. Received Cash, being 10«. in the £ un 
Peters* debt, he being Bankrupt 132 11 8 

31. Allowed Clerk's A/c for Petty Payments 19 7 

Clerk's Monthly Salary paid 20 

Goods on Hand valued at 1800 



Order of Ledger Accounts — Capital, Cash, Bank, Gtoods, Bills Receivable, 
Bills Payable, Burnet, Burton, Holloway, Peters, Hewit, Walton, Xavier & Co., 
Commission, Discount, Trade Expenses, Profit & Loss, Balance Sheet. 



193. Portions of Solution y for use as test. 

JOURNAL. 





Debits. 


Credits. 




1903 


1 


£ 


8, 


d. 


£ 


8. 


d. 


March 2 


Sundry A/cs Drs. ; 
To Sundry A/cs 
















Viz., Cash 


37 


12 


^\ 










Bank 


052 


11 


8 










Bills R'ble 


579 


16 


8 










Goods 


2017 


3 


4 










Holloway 


169 


17 


4 










Walton 


57 
















To Bills P'ble 








201 


12 







„ Hewit 








1 107 


17 







„ Burton 








' 164 


2 


6 




„ Capital 
For Balances b/d 








1 3040 
1 3514 


10 

1 







3514 


1 


6 


6 




Xavier & Co. Dr. 


1 ^ 


4 


2 










To Cash 








8 


4 


2 


„ 25 


Burnet Dr. 


400 
















To Xavier & Co. 


1 






400 








J 


Xavier & Co. Dr. 


9 








1 








To Commission 








9 
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FROM LEDGER 


• 








Dr. 


Xavibr & Co. Cr. 


1903 

]ilar. 2 

,, 25 

„ 31 


To Cash 

„ Comtnbsion,„ 
fi BaJanc© c/d... 


£ 9. 

8 4 

9 
:JS2 16 

400 


2 



10 




1903 
Mar. 25 

Apr. 1 


By Burnet 

By Balance b/d... 


£ 
400 

400 


8. 





d. 







1 1 


382 1 15 


10 


Dr. 


Commission Account. Cr. 


1903 
Mar. 31 


To P. & L. 


i 


£ 
9 


8, 



d. 



1903 
Mar. 25 


By Xavier & Co. 


£ 
9 


8, 



d. 




Balance 



Sheet. 



Liabilities. 




AeeBTs, 




£ 


*, 


rfj 


£ 1 *. 


rf. 




£ 


«. d. 


£ f. 


"S 


CreditorB — 








1 




Cask ... ... 


203 


lfi!6 






He wit .., 


144 


fi 


a 


1 




Bank 


1006 


7 





' 




XaviflF & f Jft 


382 


15 


10 














!210 2 
Tun *i 


6 





H-17 1 R 


BiilFiR^bk... 
Debtors — 








liiUsFble... 








532 , 14 


6 












Capital 








ao&o 5 


6 


Burnet ... 


400 














/ 














Walloa... 


40 





^ 


440 








/ 














Goods on 






1 








/ 














b^nd 








1800 










4150' 2 


6 


4150 


^ 


_e 
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CHAPTER XX. 



PAETNEESHIPS. PAETNERS' ACCOUNTS. 

194. When the Capital of the firm is to be shown in the books as 

due to more than one person a Capital A/c is 

Partners' Opened for each of them. The transactions of 

Capital Ales. these a/cs with the firm can be looked upon as 

simple deliveries thereto and receipts therefrom ; 

and hence can be dealt with in the books as are transactions with 

ordinary debtors and creditors. 

Yet as regards their nature they are special ; and we have par- 
ticularly to notice that the result of the trading, whether it be profit 
or loss, is to be divided between them. They are therefore dominant 
a/cs to Profit & Loss, or to the Trading Account if there be one. 

195. Other transactions in Capital may consist of separate 

additions or withdrawals by partners. These 

Partners* niay be of the nature of salary for services 

Current Ales, rendered continuously, and therefore occur at 

regular intervals without being subject to interest. 

They may, on the other hand, be for convenience of the partners 

concerned, be more or less temporary, and be subject to interest. 

Additions to Capital for each partner may consist of interest 
allowed upon it, on the ground that, simply as an investment in the 
business it ought to earn such interest at an ordinary rate, before 
either profit or loss is estimated as the result of the firm's operations. 
If various kinds of such transactions occur, it is common to 
separate some of them from the others by assigning to each partner 
two a/cs : — 

Pirst, a principal a/c for his capital, containing a summary of the 
effects on it of the firm's operations. 

Secondly, another called his current a/c, subsidiary to the 
principal one, and dealing specially with minor additions and with- 
drawals during the period. This a/c is closed by transferring its 
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balance to the principal a/c at the period of balancing the books. 
But previously, as a rule, allotment of profit or loss for the period has 
been made to it. 

If profit or loss is assigned to the principal a/c direct, the current 
a/c will probably consist entirely or mainly of " drawings " of money, 
and in that case the name is usually changed to " Drawings A/c." 

196. Partners' Current and Drawings A/cs will be exemplified later on. 
For the present we shall practise with one Capital A/c for each of two partners 

in a business. 

Full solutions will not now be needed ; and only such portions of Journal and 
Ledger for the first exercise will be given as are more or less new in character. 
For both exercises P. & L. A/c and Bal/S will be given. 

197. Exercise xliii. 

COLLEGE OF PRECEPTORS. 
FiHST Class, Christmas, 1904. H hours. 

1. Enter in Journal the following Statements and Transactions. 

2. Post these entries into the Ledger, opening an Account for each Partner, 
crediting him for his Capital, and treating each Partner like other Debtors or 
Creditors of the Firm. 

3. Balance the Accounts. Ascertain how much is owing to and by the Firm ; 
the Net Gain, which is to be divided as agreed ; the Net Capital. Draw out the 
Balance Sheet. [N.B. — All Cheques and Drafts to pass through the Bank, A 
Trial Balance is not desired, as the time is limited.] 

T. Becket and R. Bruce are partners under the agreement that each partner is 
to be credited, out of net profits, with interest at the rate of 5 per cent, per 
annum on his net capital. The remainder of net profits is to be divided equally. 

On Aug^ust 31, 1904, the books of Becket & Brace showed the following : — 

ASSBTS. 

£ 8. d. 
Cash at Bank 1675 



Liabilities. 

£ 8, d. 
Bill Payable, due Sept- 
ember 16 176 

Stanley & Co 200 

T. Becket, net Capital ... 1800 

R. Bruce „ „ 1200 



£3376 



at Office 67 16 

Goods, cost value 987 10 

Consignment to G. Otto, 

Hamburg 198 16 

Movable Plant, Horses, 

&c 226 

Bill Receivable, due Sept- 
ember 26 66 

J.Russell ... 70 

P. Sydney 80 



£3376 
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Transactions of the Firm. 
1904. £ 8, d. 

Sept. 2. Sold Goods to F. Graham 135 

Bought Goods of Cecil & Co 246 10 

,, 5. Sold Goods, payment made by Cheque 157 15 

F. Graham paid us (the Firm) 

Cash £35 

And accepted our Draft at 

1 month for 100 

135 

8. Paid Stanley & Co., by Cheque £142 10 

Discount allowed 7 10 

150 

Sold Goods to P. Sydney 96 5 

,, 10. J. Russell being insolvent, we accept, in full 
discharge, a Composition of 15«. in the £. 

Cashreceived 57 

„ 15. Sold Goods for Cash up to this date 172 10 

Sent Cash to Bank 250 

Paid our Acceptance, due this day, by 

Cheque 175 

„ 19. Sold Goods to F. Graham 143 10 

P. Sydney paid us, by Cheque... £97 10 
Discount allowed 2 10 



23. Paid Cecil & Co., by Cheque ... £190 
Discount allowed 10 



100 



200 



Accepted Stanley & Co.'s Draft on us at 

Imonthfor 50 

Beceived from G. Otto A/c Sales of Con- 
signment, with Draft at sight for net 

proceeds 226 15 

,, 25. Horse killed, value 35 

Bought Goods of Cecil & Co., and paid by 

Cheque 125 

Bill Receivable, due this day, collected bv 

Bank .". 65 

,, 30. Sold Goods for Cash up to this date 185 

Sent Cash to Bank 150 

Paid Wages in Cash, during the month 35 10 

Paid Trade Expenses in Cash, during the 

month 24 10 

Estimated value of Stock of Goods in hand 575 

Note, — ^Remember to journalize the interests on the two Capitals. Debit them 
to Dis. and Int. A/c for 1 month @ 5 % per annum. 
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198. Portions of Solution, 



FROM JOURNAL. 



1904 




£ 


8. 


d. 


£ 


8. 


d. 


Sept. 1 


Bank 


1675 
















Cash 


67 


15 













Goods 


987 


10 













Consign oient to Otto 


198 


15 













Movable Plant 


22o 
















Bill R»ble 


65 
















J. Russell 


76 
















P. Sydney 


80 
















To Bills Fble 








175 










„ Stanley & Co. 








200 










„ T. Becket 








1800 










,, R. Bruce 








1200 










3375 








3375 








„ 23 


Bank Dr. 
To Consignment to 


226 


15 













Otto 








226 


15 





„ 25 


P. & L. Dr. 


35 
















To Movable Plant 








35 








„ 30 


Discount and Interest Dr. 


12 


10 













To T. Becket 








7 


10 







,, R. Bruce 








5 










(1 mo. @ 5 % per annum) 
















From Tkanspbrs. 
















Goods Dr. 


105 


10 













Consignment to Otto ,, 


28 
















Discount and Interest ,, 


2 


10 













To P. & L. 








lie 









Dr. 



FROM LEDGER. 
T. Bbckbt. 



Cr. 



Sept. 30 


To Balance c/d 


£ 
1818 


8. 

15 


d. 



Sept. 1 
„ 30 

Oct. 1 


By Balance b/d 
,, Dis. and Int. 
„P.&L. ... 

f, Balance b/d 


£ 
1800 
7 
11 


8. 



10 

5 


d, 







1818 


15 





1818 


15 













1818 


15 
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Dr. 



Bruce. 



Cr. 



Sept.30 



To Balance c/d 



1216 



1216 



51 



Sept. 1 
„ 30 


By BELbnce li/d 
,, Dia, and Int, 


1 ^ 
1300 

1 ^' 
1-216 


^0 
6 


Q 






6 





Oct. 1 1 „ Balance b/d 


1 1216 


5 






Dr. 


Consignment 




TO G. Otto. 




Or. 


Sept. 1 
,, 30 


To Balance b/d... 
„ P. & L. .. 


£ 
198 

28 

226 


15 


15 


d. 






Sept.23 


By Bank . 


/ 


£ s, d. 
226 15 

1 

1 

226 15 



Dr. 



Discount 



AND Interest. 



Cr. 



Sopt.19 
., 30 

J* 11 


To p. Sydney ... 
,, T, Becket „. 
^, R. Bnico .., 


£ 
2 
7 

a 

i If 1 


10 

10 



10 


if. 



u 





Sept, 8 


By Stanley & Cr, 
M Cecil &Co, ... 

* 


£ 
7 
10 


#1 









17 


10 






Dr. 



Profit 



AND Loss (Detailbd). 



Cr. 







£ 


8. 


d. 






£ 


8. 


d. 


Sept.25 


To Movable Plant 


3o 








Sept.30 


By Goods 


106 








„ 30 


„ Bad Debts ... 


19 








>) ft 


„ Consignment 








)f If 


„ Wages, &c.... 


35 


10 







to Otto ... 


28 








if }> 


,, Trade Exps... 


24 10 





>» ft 


,, Discount, &c. 


2 


10 





M 91 


„ T.Becket 

£11 6 


1 




/l 








»» »» 


„ R.Bruce 

£11 5 


22 10 1 




/ 












136|lo| 




fi 


136 


10 
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Balance Shbbt. 



Liabilities. 


Assets. 


Creditors — 
Bills P'ble 
Cecil & Co. 


£ 

50 
46 


8. 


10 


d. 








£ 
96 
3035 


10 



d. 

Of 
0* 




Cashat Office 
„ „ Bank 

Debtors- 
Bills R'ble 
P. Sydney 
F.Graham 

Goods on 

hand 
Movable 

Plant ... 


£ 
57 
1989 


5 
10 


d. 




£ 
2046 

319 
575 
190 


8 

15 

15 




d. 



100 

76 

143 




5 

10 








Cap'l A/cs— 
T. Becket 
R. Bruce . 


1818 
1216 


15 
5 





/ 


1 








t 






^131 


10 


3131 


10,0 



Net Capital. t Owing to Firm. J Owing by Firm. 



199. Exercise xllv. 

COLLEGE OF PRECEPTORS. 
First Class, Cubistmas, 1902. li hours. 

1. Enter the following Statements and Transactions into the Journal. 

2. Post these entries into the Ledger, opening a separate Account for each 
Partner, who should be treated like other Debtors or Creditors of the Firm. 

3. Balance the Accounts. Ascertain how much is owing to and by the Firm, 
the Net Gain, the Net Capital. Draw out the Balance Sheet. [N. B. — ^A Trial 
Balance is not desired.] 

D. Exe and V. "Wye are partners in a business, the firm trading as " Exe 
& "Wye " under an agreement that each Partner shall be credited out of Profits 
with Interest on his Net Capital at the rate of 5 per cent, per annum. The 
remainder of the Net Profits to be divided equally between them. On June 30, 
1902, their books showed the following: — 

Assets. 

£. 8. d. 

Cash at Office 37 10 

„ Bank 987 10 

Goods valued at 2345 

Consignment (No. 1.) to 

V. "Wye „ ~, 1600 Heim, Hamburg, of 

Goods, cost value ... 275 

Bill Receivable (No. 61)... 145 

Due from C.Don 65 



Liabilities. 

JB. 8, d. 
Bill Payable (No. 26), 

due July 16 95 

Due to Trent & Co 160 

D. Exe, Net Capital 2000 









1600 
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1902. £>. 8. d, 

July 2. Bought Goods from Trent & Co 225 

Sold Goods for Cheque, sent to Bank 98 16 

Paid expenses of Consignment (No. 1) in 

Cash 10 8 

„ 5. Sold Goods to K. Lee 115 15 

Paid Trent and Co. hy Cheque £156 

Discount allowed 4 

160 

,, 7. Keceived from K. Lee a Cheque 

(Banked) £97 10 

having allowed him Dis- 
count 2 10 

100 

Sold Goods to C. Don 135 10 

Bought Goods, and paid by Cheque 250 

,, 10. C. Don has accepted the Firm's draft on him 

at 3 months for 150 

„ 14. Discounted Bill Receivable 
(No. 51), and received 

Cash £143 10 

Discount charged 1 10 

145 

Sold Goods to L. Medway 86 7 6 

,, 15. Sold Goods for Cash up to this date 175 16 

Sent to Bank 300 

,, 16. Paid Bill (No. 26) due this day, by Cheque 95 

,, 19. Received from L. Medway ....*. 48 

„ 24. Accepted Trent & Co. 's Draft at 3 months for 200 

Sold Goods to C. Don 74 12 6 

,, 29. Received from Heim, Hamburg, A/c Sales 
of Consignment (Nd. 1) with Bill 

(Banked) for Net Proceeds 320 

.,, 30. K. Lee (insolvent) paid aj Composition of 

12«. in £ 9 9 

.,, 31. Sold Goods for Cash up to this date 162 5 

Sent to Bank 175 

Paid Wages, &c., in Cash during the month 25 17 6 
Paid Salaries, &c., by Cheque ,, ,, 37 10 6 

Partners to be credited as agreed. 
Estimated value of Stock on hand, £2075. 
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200. RemUt as teat of wwking. 



Dr. 



Pbofit 



AND Loss. 



Or. 



ToDis. andlnt.... 
,, Bad Debts ... 
„ Wages, &c. ... 
„ D.Exe£27 
„ V.Wye 27 



54 



138 



14 



By Goods ... . 
,y Consignment 
No. 1 ... . 



104 
34 



138 



14 



Balance 



Sheet. 



Liabilities. 


Ahhets. 




Creditors- 
Bills Fble 
Trent&Co. 


£ 

200 
25 






d. 





£ 

225 
3669 


8. 





d. 





CashatOffice 
„ „Bank 

Debtors- 
Bills B'ble 
C.Don .... 
L. Medwayl 

GKkkLs on 
hand 


£ 
66 
1440 


8. 

4 
6 


d. 
6 
6 


£ 
1506 

313 
1 2076 


8. 

10 

10 



d, 



150 

125 

38 



2 

7 



6 
6 


V. Wye... 


2036 
1633 


6 
13 


8 
4 


n 


/ 

















3894 








13894 
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^ PAET lY. 

I 



CONTINUOUS METHODS WITH 
KEDUCED JOUENALS. 



CHAPTER XXr. 



THE INDEPENDENT CASH BOOK. 
Oxford Local Examination and Civil Service Papers. 

201. In this Part successive stages are considered in which the 

range of application of the principle of the 

Purpose of thu Joumal is eventually reduced to small dimen- 

^<*rt. sions. The student who has undergone the 

preliminary training afforded by Part I. and 

either or both of Parts II. and III. will find it easy to pass through 

each of these stages. 

202. Transactions which include the actual passing of money in 

the form of cash or cheques are both im- 

cash Booh a part of portant and numerous, and have a separate 

Ledger. book assigned to them. This is called the 

Cash Book ; of which the brief form is C/B. 

The Cash Book is either a first record, or posted direct from 

first records, in such a manner as to form one or two Ledger A/cs, 

namely, Cash or Cash and Bank, with frequently a record of Discounts 

also. 
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The C/B is to be considered a part of the Ledger, although 
extensive enough to require a volume to itself. It is sometimes 
treated as independent of any other a/cs, and sometimes as de- 
pendent or subsidiary to a/cs in the main Ledger, to which its 
balances are periodically transferred. The differences in operation 
between the two cases are small ; but it will be convenient to 
describe the first sort of C/B as independent and the other as 
subsidiary. 

The present chapter will deal with the first kind only. 

203. There are three varieties of C/B for us to notice at this 

stage. The first treats Cash at Office and 

Three varieties Cash at Bank as all one Cash A/c, and leaves 

reviewed. Discount entirely to the main Ledger. We need 

only observe here that an extended Cash A/c 

of the usual nature with one money column on each side of the 

folio has already been practised in Chapter XV. 

The second gives two separate a/cs for Cash at Office and Cash 
at Bank in a special way by means of two money columns on each 
side of the folio. 

The third gives the same two a/cs as the second in the same way, 
with an additional record of Discounts, requiring a third ^. s. d. 
column on each side of the folio. 

The third form is the one to be kept specially in view ; but the 
features of it which require careful study belong entirely to the 
second, and we shall therefore practise that to begin with, as being 
less complicated. 

204. As first stated in this C/B now in hand, there are two 

money columns on each side of the folio ; but 
Posting C/B of two for the names of the other a/cs dealt with 
eoititnna, there is only one column for their common 

use. 

After practice the mode of operatiog the two a/cs will be found simple ; but to 
the beginner it is somewhat confasiug. Hence a few explicit directions will be 
given with special reference to the C/B which occurs in the solution given of the 
next exorcise. Whilst following them the learner should, of course, watch the 
procedure of the next exercise most carefully. 

1. Observe the arrangement of the columns on each side of the folio. 

2. Post in C/B every transaction in which either Cash or Bank is one of the 
two a/cs concerned, taking them as they come in order of date without regarding 
on which side they have to go. As a rule the balances b/d will first have been 
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posted ; but, if Dot, a blank line on the Dr. side should be left for them to come 
in afterwards. 

3. Post the C/B as a Cash A/c by ignoring the Bank columns ; that is, by 
taking no notice of them. Similarly post it as a Bank A/c by ignoring the Cash 
column. 

4. In early practice, before the actual posting, Journalize each item mentally j 
naming the Cash or Bank A/c first whether it be Dr. or Cr. 

Thus read (mentally) the transactions for 

Nov. 1 as Bank Dr. to R. Leslie, 
,, 3 „ Bank Cr. by B/P, 
,, 11 „ Cash Dr. to Gklods, 
„ 19 ,, Cash Cr. by Trade Expenses. 

When the transaction is between Cash and Bank themselves the procedure is 
special ; both a/cs are in the same folio and both are posted in immediate 
succession. 

Thus read and post the item for 

Nov. 15, first as Bank Dr. to Cash ; 
then as Cash Cr. by Bank. 

These complete the postings necessary for this item ; and, to mark that fact for 
later use, each of the two postings is at once " ticked off " as shown. When 
afterwards posting from the C/B we pass these by. 

The other postings are each only single so far, and will require to be made 
double by a subsequent posting out of C/B into various a/cs of the main Ledger. 

205. For the entries in the C/B which involve other A/cs than 

Cash or Bank it is now made a substitute /or a 

Jouimdl to the extent of one posting for each of 

ng from . ^jjgg^ Entries ; but it is not operated Journal 

fashion. 

In performing these second posting^ we simply reverse those in the C/B 
successively in order of date. Thus from the C/B of the next exercise we have 
as reversals to be posted elsewhere : 

Nov. 1 R. Leslie Cr. by Bank, 
„ 3 Bills P'ble Dr. to Bank, 
„ 8 W. Kingsley Cr. by Bank, 
„ 11 Goods Cr. by Cash. 

Here we pass over the ticked postings as before said, 

,, 19 Trade Expenses Dr. to Cash, 
and 80 on. 

For beginners preliminary mental practice in such reversals is recommended 
also. It win, however, soon show that this posting is simply to the opposite tide of 
the other a/e. 

In posting items from different books into the main Ledger do not group them. 
It is not only confusing to do so, bi^t also interferes with reference? whon the^^ 
are to be given. 
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206. Exercise xHr. 

OXFOHD LOCAL EXAMINATIONS, 1904. 
Senior and Junior Candidates. 1| hours. 

On the 31st October, 1993, my books showed the following balances : — 
Stock on Hand, £392. 17«. 6^. ; Bill Payable, No. 24, dae November 3, £400 ; 
Creditor for Loans, R. Leslie, £350; Debtor in Account, W. Eingsley, 
£462. 14«. Ad. ; Cash at Bank, £135. 4«. Ad. ; Cash at Office, £14. 17«. 2d. 
[N.B. — Money is paid and received by Cheqaes, which pass through the 
Bulk the same day, except where the transaction is stated to be for Cash, 
%,e.. Office Cash.] 
During Noyember the following transactions took place : — 

1903. £ ». d. 

KoY. 1. Borrowed of R. Leslie a further 300 

And banked his Cheque for same 

„ 2. Bought Goods of Wilson Bros 146 10 

„ 3. Bill Payable, No. 24, duly met through 
Bank 

„ 6. Sold W. Kingsley, Goods 321 8 10 

„ 8. W. Eingsley accepted my Draft No. 25 

at 3 months for 400 

And handed me Cheque for 50 

Paid Kingsley's Acceptance to R. Leslie in 
reduction of his loans to me 

„ 11. Sold Goods for Cash 24 6 8 

„ 15. Paid Cash into Bank 10 

„ 19. Paid Sundry Expenses from Office Cash 15 16 10 

,, 22. Accepted Wilson Bros.* Draft at 2 months 

for 100 

Paid them Cheque 45 

Discount allowed by them 1 10 

,, 28. Received Cheque on account from W. 

Kingsley 200 

Allowed him Discount 5 

„ 29. Drew Cheque for my personal expenses 10 

„ 30. Value of Stock on Hand 251 6 

1. Enter in the Cash Book the Cash and Bank entries. 

2. Journalize the Opening Balances and the entries which do not appear in 
the Cash Book. [Supplementary Books {e.g. Bill Books) are not to be opened ; 
the Cash Book totals need not appear in the Journal or Ledger: for the 
purposes of the Trial Balance the Cash Book should be treated as a Ledger 
Account.] 

3. Post the Ledger from the Cash Book and the Journal, entering the items 
in each account in order of date. 

4. Take out the Trial Balance. 

5. Having correctly made out the Trial Balance, close the books by means of 
the proper Journal entries, and draw up a Balance Sheet. 
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JOURNAL. 



1903 
Nov. 1 



„ 2 
.. 5 



„ 28 



30 



Sundry A/cs Drs. 

To Sundry A/cs 
Bank 
Cash 
QoodR 
W. Kingsley 

To Bills P'ble 
,, R. Leslie 
,y Capital 

For Balances brought down 
Goods Dr. 

To Wilson Bros. 
W. Kingsley Dr. 

To Goods 
Bills R'ble Dr. 

To W. Kingsley 
R. Leslie Dr. 

To Bills R'ble 
Wilson Bros. Dr. 

To Bills P'blo 
,, Discount 
Discount Dr. 

To W. Kingsley 



Transfers to P. & L. 
Goods Dr. 

To P. & L. 
P. & L. Dr. 

To Discount 
,, Trade Expenses 

Tkansfer to Capital. 
P. & L. Dr. 

To Capital 



i Credits 




Debits 
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j». 


d. 


£ 


8. 


d. 
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IVERSITY 



Dr. 



LEDGER. 

Capital , Account. 



OF 

Cr. 



1903 

Nov. 29 

„ 30 



Dr. 



To Bank ... „ 
,, Balance c/J ..* 



By Balance b/d... 
„ P. &L. 




,, Balance b/d... 



Receivable. 



£ 1 

2561 

38' 


8. 

13 

7 


d. 
4 
2 


294 





6 


284 





6 



Cr. 



1903 I j £ I /?. rf. 

Nov. 8 I To W. Kingsley '400 



1903 I 
Nov. 8 ; By R. Leslie 



£ s, d. 
400 1 



Dr. 



Bills 



Payable. 



1903 

Nov. 3 

„ 30 



To Bank 

,, Balance c/d ... 



£ 

400 
100 

500 


s. 






d. 






1903 
Nov. 1 
„ 22 

Dec. 1 




— ! 





By Balance b/d... 
,, Wilson Bros. 



,y Balance b/d... ; 100 



Cr. 



£ 

400 
100 



500 



Dr. 



W. 



Kingsley. 



Cr. 



1903 
Nov. 1 


To BdaDce b/d,. 
,, GaodH .,. ... 

1 


.£ 1 s. 
463 H 
3!il 1 S 


d. 
4 

10 


1903 

Nov. 8 

fi It 

!! 30 


By BillH R'blo .., 

,, Bank 

,, Btink ... ... 

„ Disconnt 

„ Bjilaace r/d ... 


1400 

5\} 

[20O 
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129 


If, 




fl 


il 




2 




,, BakBceb/d... 


7a4 13 12 






7&4 


3 
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Dec. 1 


129 1 3 
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Dr. 



1903 
Nov. 8 



Leslie. 



Cr. 



To Bills R'ble ... 
,, Balance c/d ... 



£ 
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250 
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s. d. 



0| 


1903 
Nov. 1 
»» »» 

Dec. 1 


, 


1 



By Balance b/d... 
fy Bank 



£ 

350 
300 



s. ' d. 
0, 




fi50 01 



260 oh) 



„ Balance b/d. 
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Dr. 
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Or. 




1903 
Nov.22 

»» >» 


ToSuDdries 
„ Bank 


£ 
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45 

^6 


s. 

10 



10 


d. 







1903 
Nov. 2 


By Goods 

• 


146 


10 


d. 





146 


10 






Dr. 



Goors 



Account. 



Or. 



1903 

Nov. 1 

„ 2 

„ 30 


To Balance b/d... 
„ Wilson Bros. 
„P.&L. ... 

,, Balance b/d... 


£ 

392 
146 

67 

597 


*. 
17 
10 
14 

1 


d, 
6 



6 


Nov. 5 
„ 30 


ByW. Kingsley 

„ Cash 

„ Stock Bal. c/d 


£ 
321 

24 
261 

697 


8 
6 
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d. 

10 
8 


6 


Dec. 1 


251 


6 












Dr. 


Discount 




Account. 




Or. 




1903 
Nov.28 


To W. Kingsley 


£ 
6 


8. 




d. 





1903 
Nov.22 


By Wilson Bros 
„P.&L 1 

1 

- 


£ 
1 
3 


s. 
10 
10 


d 







6 





_5 









Dr. 



Trade 



Expenses. 



Cr. 



1903 I 
Nov.19 ToCash 



£ 
15 



1903 
Nov.30|ByP. &L. 



Dr. 



1903 
Nov. 30 



To Sundries 
,, Capital... 



Profit 



AND Loss. 



£ 


s. 


d. 


1903 
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10 


Nov. 30 
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14 








By Goods ... 



Cr. 



£ 
67 
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«. d. 
14 
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Dr. 






Balance 




Shbbt. 










Cr 




LlAJlItlTIIB. 


AtttilT^. 


Creditors— 
Bills Fble.. 
R, Leslie .., 

Capital ... 


100 
2S0 

1 
1 










350 
284 

03* 


J. 






6 

J 


Oafth at Office 
„ M Bant' 

Delitor— 

W.Kiagsloy 
Stock on hand 


£ 

13 

240 


7 



4 


£ 

-i53 

2^1 
634 


il 

3 

3 











TRIAL 




BALANCE. 












Debtors. 


Creditors. 




£ 


«. d. 1 


£ 


8. 


d. 


Capital 






t 


245 


13 


4 


Cash 






13 


7 


1 








Bank 






240 


4 


4 1 








BUIb Payable 












100 








W. Kingsley 






129 


3 


2 








R.Leslie 












250 








Goods 
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12 





1 




Discount 






3 


10 









Trade Expenses 






15 


16 


U 












595 


13 


4 1 


595 1 13 


4 



208. The form of C/B which has been shown is extended for 

ordinary use by the addition of another £ s. d. 

CI B with threes 8. d, column on each side. In this amounts are 

columns, entered which are allowed as discounts with 

any of the payments. It is here described as 

an £ s. d. column simply because its entries are not of actual money. 

The new columns enable the book to include Discount A/c within 

its range. When this is done its full name might be Cash and 

Discount Book, because, as just hinted. Discount A/c is not a sort of 

Cash A/c as Bank A/c is. It is not even a money a/c at all. When 

naming the book, however, we shall leave all this understood, as is 

usual. 

It is none the less useful to remember the fact just stated ; as the 
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Discount A/c is not to be dealt with like the other two. It should 
be specially remembered that : — — 

1. Cash and Bank are both real a/cs and have frequent transactions 
with each other. Discount A/c is a service a/c, and has no direct 
dealings with either of the other two. 

2. At the period of the so-called ** closing the books " Cash and 
Bank A/cs are neither of them really closed ; but their balances are 
transferred dovm. Discount A/c is really closed at that period ; and 
its balance is transferred away to P. & L. A/c. This is why in the 
C/B of the next exercise there are opening balances for Cash and 
Bank but none for Discount. 

In spite of these essential differences it found in practice that the 
addition of the Discount columns to the C/B is both useful and wise. 
The reason is that a discount allowance is invariably coupled with 
either a Cash or a Bank transaction ; and the two together are 
equivalent to one payment. 

After these observations it should be easy to follow the procedure for dealing 
with the next form of C/B. 

The Discount A/c will in this case be made independent of the main Ledger 
like the other a/cs. We treat it thus because in the present chapter it is desired 
to give an example of a C/B as comprehensive as it can be made. 

It is quite common, however, to combine with independent Cash and Bank 
A/cs a subordinate Discount A/c such as will be shown in the next chapter. For 
this there are reasons. Among others it may be noted that the Cash and Bank 
A/c can be, and are, easily made complete ; but this is not always true in regard 
to Discounts. These may occur in connection with payment with Acceptance ; 
and being then out of place in a C/B would call for a Ledger A/c in any case. 

Opportunity for practising this combination will be g^ven in the next chapter. 



209. Exercise xViX, 

OXFORD LOCAL EXAMINATION, 1903. 
Senior and Junior Candidates. 1^ hours. 

On the Slst December, 1902, my books showed the following balances :^ 
Cash at Bank, £462. 8«. Id. ; Cash at Office, £22. 0«. U, ; Stock of GK>od8 on 
Hand, £384. 17«. 9rf. ; Bills Receivable on Hand, No. 27, £50, No. 28, £100 ; 
Freehold Land and Business Premises valued at £250 ; Bill Payable, No. 22, 
£200; Creditor in Account, W. James, £32. 9«. lOrf. 

[N.B. — Money is paid and received by Cheques, which pass through the 
Bank the same day, except where the transaction is stated to be for Cash, 
%,e,f Office Cash.] 
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During January the following transactions took place : — 

1903. £. 9. d, 

Jan. 1. Bought Goods of W. James 104 3 10 

,, 2. Bill Receivable, No. 27, due to-day, met 
through Bank. 

,, 3. Paid W. James on account by Cheque 65 

„ 5. Sold Goods to R. Hamilton 305 1 6 

Drew from Bank for Office Cash 10 

„ 9. R. Hamilton accepted my Draft (No. 29) at 

3 months for £200 

Handed me his Cheque for 95 

Allowed him Discount 7 16 



302 1 6 

12. Discounted Hamilton's Acceptance with the 

Bank, being charged Discount 2 10 

14. Sold Goods for Cash, paid same to Bank... . 74 2 9 

15. Bill Payable, No. 22, paid this day through 

Bank. 

17. SoldGoodstoRawson&Co 32 8 9 

19. Paid W. James by Cheque £70 

Discount allowed me 1 13 ~ 



71 13 8 
,,21. Sold Freehold Land and Business Premises 

to Castle & Co. for 225 

, , 22. Received their Cheque on account for 100 

,, 23. Bill Receivable, No. 2S, duly met through 

Bank. 
,,26. Received from Castle & Co. their Cheque for 

the Balance due 125 

,, 28. Purchased, by Cheque, at W. James's re- 
quest, 2 Bicycles; forwarded same to 
him, and charged them to his account... 42 
,, 31. Paid Petty Expenses for month from Office 

Cash 24 13 10 

Value of Goods on Hand 71 6 9 

1 . Enter in the Cash Book the Cash, Bank, and Discount entries. 

2. Journalize the Opening Balances and the entries which do not appear in 
the Cash Book. [Supplementary Books {e.g. Bill Books) are not to be opened ; 
the Cash Book totals need not appear in the Journal or Ledger : for the 
purposes of the Trial Balance the Cash Book should be treated as a Ledger 
Account.] 

3. Post the Ledger from the Cash Book and the Journal, entering the items 
in each account in order of date. 

4. Take out the Trial Balance. 

5. Having correctly made out the Trial Balance, close the books by means of 
the proper Journal entries, and draw up a Balance Sheet. 
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TRIAL BALANCE. 



Capital 

Cash 

Bank 

Land and Premises 

W.James 

Rawson & Co. ... 

Goods 

Petty Expenses ... 
Discount 







Debtors 


. 




£ 


8, 


d. 






7 


6 


8 1 






817 
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4 






25 












42 












32 


8 


9 1 






80 


8 


7 






24 


13 


10 






7 


17 


10 




1036 


17 






Creditors. 



£ 
1036 17 



d. 




Note, — As Land and Premises has no value assi^ed at closing;, the whole 
must have been sold, and its balance as above will be Lose and will be transferred, 
like that of Goods, to Profit and Loss. 



Balance 




Shbet. 














LtABILITLBP. 


Absbtb- 


Capita] ,.. 
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970 
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Cash at Office 
„ n Bank 

Debtors — 
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Stock on hand 
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d. 
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74 
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8 
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9 










970 


3' 



Other Varieties of 
C/B. 



211. It should be mentioned that C/B with one simple money column is 
sometimes made to include not only Cash and Bank 
transactions, but even Discount also. In consequence 
its procedure is then neither simple nor scientific. 

Another type is common with one column for both 
Cash and Bank, and a second for Discount. This is 
easy, more especially when Cash is all kept, or assumed to be kept, at Bank. 

After the explanations and practice already afforded in this chapter, the 
careful student may be safely left to his own judgment in dealing with any 
variety likely to be required at the present day. 
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212. This chapter concludes with two good exercises on an independent 
C/B and on previous chapters, drawn from recent Givil Service Examination 
papers. 

The student should study each item carefully, and note specially the 
amounts which need calculation. When in doubt refer back to previous 
chapters. 

In dealing with the item for July 6 relating to a Cheque add the '' charges ** 
to amount of Cheque, and post Hay ward & Co. Dr. to Bank for the sum. 

The ** closing off'' may be after the manner explained in this chapter. 

218. Exercise xlvii. 

FROM SECOND DIVISION CIVIL SERVICE PAPER, 1903. 
On 1st July, 1903, William Gunn has cash on hand £35. 10«., but owes his 
Bank £2o0. During July he makes the foUowing Cash Book transactions : — 
1903. 
July 2. Cash lodged in Bank, £20. 
„ 4. Received from Hay ward & Co. their account, £21. 10«., less Dis- 
count allowed to them, £1. U. 6d,j and lodged amount received 
in Bank. 
„ 6. Sold Goods for Cash, £14. 2«. 6d, 

„ „ The Bank intimated that ^ayward & Co.'s cheque has been 
returned to them dishonoured, and that they have debited his 
(Wm. Gunn's) account with the amount thereof and 2«, Sd, of 
charges. 
„ 8. Bank pays Acceptance to D. C. Fry for £137. lOs. 
,, 10. Received on Loiua from J. Douglas, £500, from which he deducted 
Law charges, £5. 7«. 6d, incurred by him but payable by 
borrower. Sum received lodged in Bank. 
,, 16. Paid Freights on Consignment received from Hirst Bros., Calcutta 

(in Cash), £15. 5«. 
„ „ Bought Goods for Cash, £7. 2«. 
„ 18. Paid Rhodes & Co. their account, £33, less Discount allowed by 

them, £3. 6s. (bv Cheque). 
,, 20. Discounted at Bank A. & I. Maclaren's Acceptance for £112. 
Discount charged by Bank, £1. 12«. Sd, F^eeds lodged in 
Bank. 
,, 31. Cash drawn from Bank, £25. 
„ ,, Paid Wages (in Cash), £18. 17«. 
„ „ Paid Taxes (in Cash), £8. 2«. ed. 
Frame William Gunn's Cash Book and close it off at end of July. 
J2^«/ft<. — Discount, Dr. £2. 14*. 2d,; Cr. £3. 6s. Cash, Dr. £5. 6*. 
Bank, Dr. £182. IZs. 2d. 

214. Exercise xMii. 

FROM SECOND DIVISION CIVIL SERVICE PAPER, 1904. 
The following are the Cash Book transactions of Allan & Brown for July, 
1904;— 
1904. 
July 1. Balance in Bank, £82. lis. Zd. 
,, „ Balance in hand, £15. 9s,Jdd. 
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July 2. Allan pays into Bank as additional Capital, £1,000. 
,, „ Paid Gardiner & Co. their account, £21 . 10*., less 6% Discount (by 

Cheque). 
„ 7. Sold Goods at Auction for Cash, £25. 10«., less Auctioneer's 

Commission, £1. 5*. 6d, 
„ 9. Bank pays their Acceptance to Ellis & Co., £110. 7«. ^d, 
,, 12. Keceived from Livingstone & Co. payment of Account, £72. 10«., 

less 5% Discount, and lodged sum received in Bank. 
,, 15. Bought Goods for Cash, £10. 8«. id, 
„ 20. Paid (by Cheque) Fire Insurance for Firm, £5. 10*., for Allan, 

£3. 2*. 6d., for Brown, £2. 2*. 6d, 
„ 23. Discounted J. Henderson's Acceptance for £150 at Bank, yielding 

£148. 16*. ed. 
„ 25. Allan draws for Personal Expenses (by Cheque), £50. 
,, 27. Paid for Alterations of Premises (by Cheque), £225. 
,, 31. Cheque drawn for Cash, £50. 
„ ,, Paid Salaries and Wages (by Cheque), £25. 
„ „ Paid do. do. (in Cash), £37. 15*. 9<;. 

„ „ Paid Sundry Trade charges (in Cash), £11. 3*. Od. 

Frame Allan & Brown's Cash Book, and close it at end of month. 

JJewwtt*.— Discount, Dr. £6. 1*. 6d. ; Cr. £1. 1*. 6d. Cash, Dr. £30. 6*. Sd. 
Bank, Dr. £809. 0*. 6d, 



CHAPTER XXII. 



THE SUBSIDIAET OE SUMMAEIZING CASH BOOK. 
Oxford Local Examination Tapets. 

216. The Subsidiary G/B is used in conjunction with Ledger 

A/cs, into which are posted Opening Balances, 

Funetion of the ^>^^i &t the next period of balancing, 

Booh. transfers of totcds, or of Balances, from the 

C/B. 

With this arrangement all the work which rieed be done by the 

C/B consists of recording ita special transactions with their values, 

and at the end of the period ascertaining their Dr. and Cr. totcUs 
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for the transferences referred to. The performance of this work is 
called aummarizingy or classifying its three classes of entries. 

The C/B of the present chapter will be confined to these re 
cording and summarizing functions ; and both opening and closing 
postings will be left to the Ledger A/c. 

We proceed to illustrate the method by means of an exercise ; 
after which remarks relative to other forms of Subsidiary C/Bs can 
be more easily given. 

216. Becapitulating briefly, it may be said that the Waste 

Book and Journal are both replaced by the 
Subsidiary C/B for Cash, Bank, and Discounts, 
but not the Ledger. For this reason it is 
sometimeis described as a Cash Journal, or a 

Journal C/B. 
The procedure may be noted in the solution of next exercise, and 'stated 

thus : — 

1. Omit the Of|ening Balances. These go through the Journal to their 
Ledger Accounts, if not there alreadv. 

2. At close of period find totals of each column, and transfer them without 
balancing through the Journal to the same side of their Ledger A/cs, and 
post them as values of <* Sundries." 

The examples which follow are really best treated by this procedure. For 
example, the opening entries are to be journalized after the C/B is posted; and 
it is on that account most convenient to pass them on to the Ledger at once. 

217. Exercise xiix. 

OXFOKD LOCAL EXAMINATIONS, 1902. 
Senior and Juniou Candidates. 1} houhs. 

On December dlst, my books showed the following balances : — Overdraft at 
Bank, £232. 2«. Zd. ; Cash at Office, £17. 1«. 9d, ; Stock of Goods, £1800 ; 
Bills Payable, Nos. 23, 24, £418. 14«. Sd. ; Bills Receivable, Nos. 37 to 39, 
£846. 12«. lid. ; Mining Shares valued at £1534; Drs. in account, H. Greenway, 
£157. 0«. Id. ; Crs. in account, T. James, £219. is. Sd. 

[N.B. — Money is paid and received by Cheques, which pass through the 
Bank the same day, except where the transaction is stated to be for Cash, 
i.e., Office Cash.] 

The following are the transactions for the month : — 

1902. £ «. d. 

Jan. 1. Sold Goods to H. Greenway 125 9 10 

,, 2. Discounted with Bank, H. Greenway' s Bill, 

No. 39 (Discount, £4. 4«. 9rf.) 376 12 11 

„ 6. Sold Goods for Cash 33 15 6 

„ 7. Bought G^ods from W. Sweetman 390 4 

Paid into Bank from Office Cash 40 
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£ «. d. 
Jan. 9. Sold part of the Mining Shares (payment 

to-day) 864 4 6 

Paid W. Sweetman for Gk>od8 hoaght on 7th 

inst. (Discount allowed, £10. 0«. id,) ... 380 
f, 12. My Acceptance, No. 23, doe to-day, duly 

paid 218 14 8 

,, 15. Bought Goods from T. James 407 3 3 

„ 17. Accepted T. James's Drafts at 1 and 2 m/d for 

together 400 

„ 21. Debited T. James, by lequest and for account 

of H. Greenway 129 18 4 

„ 22. Sold Goods to H. Greenway 321 7 

Sold Gk)ods for Cash 29 12 9 

„ 23. H. Greenway accepted my Draft at 1 m/d.... 400 
„ 24. W. Price's Bill, No. 37, due to-day, duly 

paid 300 

,, 26. Paid J. Elliot's Account for repairs to Office 

Furniture (Cash) 13 2 6 

„ 28. Sold Goods to H. Greenway 84 19 10 

,,31. Paid Petty Expenses for month (Cash) 7 4 7 

Value of Goods on Hand 2100 

Value of Mining Shares on Hand 650 

1. Enter ia the Cash Book the Cash, Bank, and Discount Entries. 

2. Journalize the Opening Balances and the entries which do not appear 
in the Cash Book. [Supplementary Books (^.y. Bill Books) are not to be 
opened.] 

3. Post the Ledger from the Cash Book and the Journal, entering the items 
in each account in order of date. 

4. Take out the Trial Balance. 

5. Having correctly made the Trial Balance, close the books by means of 
the proper Journal entries, and draw up a Balance Sheet. Take into account 
the loss on the Mining Shares. 
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JOURNAL. 





Debits. 




Credits. 


1902 


Sundries Drs. to Sundries, viz.-- 


£ 


8. 


d. 


J6 


«. 


d. 




Cash 


17 


I 


9 










Goods 


1800 
















Bills R'ble 


846 


12 


11 










Mining Shares 


1534 
















H. Green way 


157 





7 










To Bank 








232 


2 


3 




BilUFble ' 








418 


14 


8 




T. James 








219 


4 


6 




Capital 








3484 


13 


10 




For Balances c/d 
















4354 


15 


3 


4354 


15 


3 


Jan. 1. 


H. Greenway Dr. 


125 


9 


10 










To Goods 








125 


9 


10 


„ 7. 


Goods Dr. 


390 





4 










To W. Sweetman 








390 





4 


„ 15. 


Goods Dr. 


407 


3 


3 










To T. James 








407 


3 


3 


„ 17. 


T. James Dr. 


400 
















To Bills Fble 








400 








„ 21. 


T. James Dr. | 


129 


18 


4 










To H. Greenway 








129 


18 


4 


„ 22. 


H. Greenway Dr. 


321 





7 










To Goods 








321 





7 


„ 23^. 


Bills R'ble Dr. ' 


400 
















To H. Greenway , 








400 








„ 28. 


H. Greenway Dr. 


84 


19 


10 










To Goods 
Tbansfebs fhom C/B. 








81 


19 


10 




6613 


7 


5 


6613 


7 


5 
















,, 31. 


Cpsh Dr. 


63 


8 


2 










To Sundries 








63 


8 


2 


»» i* 


Sundries Dr. 


60 


7 


1 










To Cash 








60 


7 


1 


11 11 


Bank Dr. 
To Sundries 


1546 


12 


8 


1546 


1 
12 8 


j» >• 


Sundries Dr. 


598 


14 


8 








To Bank 1 








i 598 


14 ! 8 


5> It 


Discount Dr. ' 
To Sundries 

Carried forward 


4 


4 


9 


! 4 


4 ; 9 




2273 


7 


4 


2273 


7 


4 
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! Debit8. 


Credits. 


1902 




1 £ 


s. 


d. 


£ 


s. 


d. 




Brought forward 


2273 


7 


4 


2273 


7 


4 


Jan. 31 


Surdries Dr. 


10 





4 










To Discount 








10 





4 




All these transfer Sundries have 
















been already posted to their re- 
















spective A/cs— direct from C/B. 
("Sundries" retoined for Dis- 






























countSf although only one in this 
case.) 

TllANSPEHS TO P. & L. 
















2283 


7 


8 


2283 


7 


8 










' 






>» »» 


P. & L. Dr. 


40 


2 


7 










To Mining Shares 








19 


16 


6 




,, Trade Expenses 








20 


7 


1 


»• »» 


Goods Dr. 


97 


14 


10 








»» >> 


Discount Dr. 


6 


16 


7 










To P. & L. 








103 


10 


5 



Dr. 

1902 
Jan. 31 



Capital 



AcCOtTNT. 



Cr. 



To Balance c/d.. 



/ 



1 £ 1 ». 
3648 1 1 

1 

1 


d. 
8 

8 


1902 

Jan. 1 

„ 31 

Feb. 1 


3548 1 


1 1 





By Balance b/d 
f, Profit & Loss 



„ Balance b/d 



£ 


«. 


3484 


13 


63 


7 


3548 


1 


3648 


1 



Dr. 


Cash 




Account. 




Cr. 




1902 
Jan. l! To Balance b/d 
„ 1-31 ,, Sundries... 


£ 

17 

63 


s. 

1 
8 


9 
2 


1902 

Jan. 1-31 

„ 31 


By Sundries... 
„ Balance c/d 


i ^ 
! 60 

20 


s. 
7 
2 


d. 

1 

10 


1 1 


80 


9 111 


80 


9 11 


Feb. 1| „ Balanceb/d| 


20 


2 


To 




"T 





J)r. 




Bi 


INK 




Accou 


NT. 




Cr. 


1002 
Jan. 1-31 


ToKiindries... 
/ 

„ Balauceb/d 


1546 


Jl. 

12 


d. 
8 


1902 
Jan, 1 

„ 1-31 
„ 31 


ByBaknceb/d 
,, Sundries... 
,, Balance c/d 


1 £ 
232 
598 
715 


2 3 
14 8 

1S| 9 




1546 


12 


3, 


1 


1646 


12! 8 


Feb. 1 


715 


Ifl 


9 
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Dr. 



Bills 



Rbcbiyablb. 



Cr. 



1902 
Jan. 1 
,. 23 


To Balance l)/d 
J, H.Greenway 


S46 12 
400 

1246' 12 


11 



11 


1002 
Jan. 4 

M 24 
„ 31 


BySundriea ... 
,t Bank 


' 346 

aoo 

60fl 


J*. 
12 


12 


d. 

11 






124^ 


u 


F(^b. 1, „ Balance b/d 


' 600l 












Dr. 




Bills 




Payablb. 




Cr 




1902 

Jan. 12 

„ 31 


To Bank 

„ Balance c/d 


£ 

218 
600 


8. 

14 


14 


d. 
8 


8 


1902 
Jan. 1 
„ 17 

Feb. 1 


By Balance b/d 
„ T. James ... 

f, Balance b/d 


£ 

418 
400 


8. 

14 




d. 
8 





818 


818 


14 


8 










600 









Dr. 



1902 
Jan, I 

., 22 
,, 28 


Feb 


1, 



H. 



Gkbbnway. 



To Balance b/d 

„ Good» 

,, GoodB.,, ... 
,, Gw>d»... ... 



,t Balance b/d 



£ 


n. 


d. 


l»U2 


157 





7 


Jan 21 


125 


9 


10 


,, 23 


3-21 





7 


., 31 


84 


19 


10 
10 




688 


10 


152 


12 


6 



By T. James .., 
p, Bills R'ble... 
, , Balance c/d 



Cr. 



£ 
129 

400 
15S 



GSS I 10 



10 



Dr. 



Jambs. 



Cr. 



1902 

Jan. 17 

„ 21 

„ 31 



To Bills P*ble .„ 
„ H. Greenway 
,, Balance c/d... 



400 

12D 

96 


*. 



18 

9 


d. 

4 
5 


1902 

Jan. 1 

„ 16 


626 


7 


9 


Feb. 1 




1 





By Balance b/d... 
„ Goods 



,, Balance b/d... 



i £ 

,219 

|407 


4 
3 


d. 
G 
3 


626 


7 


9 


96 


9i 


5 



Dr. 



W. 



SWEETMAN. 



1902 I 
Jan. 9 To Sundries 



£ I 
390 



1902 
Jan. 7 1 By GKhkIs ... 



390 1 



Cr. 

]~^d, 
4 
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Dr. 



Goods 



Account. 



Or. 



1602 

J«Tl, 1 

,, 7 
,, 15 
., 31 



Feb. 1 



To Balance b/d 
„ W*S«eetman 
4, T. James 
„ P. k L 



/ 



£ 


<r. 


1»00 





S90 





407 


S 


97 

1 


U 



r. 



2604 1 18 5 



„ StockB]iLb/d|;2100| 0| 



1302 1 


Jan, 


1 




5 




22 




11 




23 




31 



ByH.Greeoway 

,, Gaflrh 

J, Ca&h *.* .*, 
j, H;Greetiway 
„ H-Gr^enway 
„ Stot;kBaLc/d 



£ 


9. 


125 


9 


33 


U 


29 


12 


321 





84 


^^ 


2100 






if. 

10 
5 
9 

1 



2G94 18 5 



I 



Dr. 




Mining 




Shakes. 


Cr. 


1902 
Jan. 1 


To Balance h/d 


£ 
1534 


If. 






1902 
Jan. 9 


By Bank 

,, Balances on 

hand c/d... 

„P. &L. ... 


£ ! 8. d. 
864! 4; 6 

660 1 

; 19 115 6 

1 




1534 








1634. 



Dr. 




Discount , 




Account. 




Cr. 




1902 
Jan. 1-31 
„ 31 


To Sundries 
„ P. & L. 


1 
■ 


£ 
4 
6 

10 


8. 

4 

15 




d. 
9 

7 

4 


1902 
Jan. 1-31 


By Sundries ... 

/ 


£ 
10 


8 




d, 

4 




10 





4 



Dr. 




Trade 




Expenses. 






Cr. 




1902 

Jan. 26 

„ 31 


By Cash 

„ Cash 


£ 
13 

7 


8. 

2 
4 


d. 
6 

7 


1902 
Jan. 31 


By P. & L. 


1 


£ 
20 

20 


8. 

7 
_7_ 


d- 
1 




20 


7_ 


1 


1 



Dr. 



1902 
Jan. 31 



To Sundries 
f. Capital ... 



Profit 



£ 


s. 


d. 


40 


2 


7 


63 


7 


10 


103^ 


J^ 


_6 



AND Loss. 



1902 
Jan. 31 



By Sundries 







Cr. 




/■ 


103 


8. 

10 


d. 
5 




103 


10 


5 
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TRIAL BALANCE. 



Capital 

Cash 

Bank 

Bills R'ble ... 
Bills Fble ... 
H. Greenway 
T. James ... 

Goods 

MiniDg Shares 
Discount 
Trade Expenses 



' £ 


8. 


d. 


£ 


8. 


d. 








3484 


13 


10 


1 20 


2 


10 








715 


15 


9 








600 














1 






600 








158 


12 


6 


' 






' 






' 96 


9 


5 


, 2002 


5 


2 








669 


15 


6 














5 


15 


7 


20 


7 


1 


: 






4186 


18 


10 


[ 4186 


18 


10 



Dr. 



Balance 



Sheet. 



Cr. 



LiAHiLrriES. 










AS«ET3. 












£ 


«. 


d. 


£ 


4. 


d. 




£ «. 


d. 


J 


«. d. 


Sundry Cred- 














Cflsh at— 








i 


itors — 














Eurtk 


716 15' & 






BiUaFble. 


mo 


a 











Office 


20, 2 101 






T. James.., 


96 


& 


s 












, nh 


l«, 7 










e96 


9 h 


Sundry Debt- 






1 
















BHlance (net 






1 


1 


ors— 






1 






Oftpitiil) ... 






', 3548 


l' 8 


Bilk R*ble. 


GOO 








1 




















H. Green- 




























way ... 


, 158| 12 


e 
























1 


758 


12, 6 














Gooda 


2100 





/ 






i 








MiuingSbiLrea 




1 


650 







4^44 


n 


1 




i 

i 


4244 


11 


1 



219. A comparison of the two forms of C/B which have now been studied 
may form a useful exercise. 

They have in common the following advantages : — 
(1) Each will collect three records of cognate entries 
in one book, which can be in use, and in charge of one 
person, leaving the general Ledger free for the use of 
others. 

(2) Each furnishes facilitifs for extensive summarizing and thus greatly 
reducing labour of subsequent postings. 



Comparison of the 
CIB*», 
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(3) In many business concerns this ready summarizing is of special use to 
Money A/cs ; and is done daily, or frequently, for comparison with cash in hand, 
which is a check upon either inaccurate or dishonest work. 

The subsidiary G/B has Uie disadvantage of presenting an incomplete view of 
the position when its totals are transferred unless the same work is done twice, 
once in each book. 

As it usually only prepares for Ledger A/cs, it cannot be considered a portion 
of the Ledger itself. It may be described simply as a classifying or posting 
medium, or as forming a substitute for a part of the Journal. 

Against this may be set off the convenience of having all balancings shown in 
one book for ready reference and comparison at any time. 

220. It is remarkable what varied types of Cash Books are to be met with 

without going beyond three columns on each side. The 

fully independent form of last chapter and the completely 

The ^^^*VJ*f <^<M)h dependent of this are the extremes. Some forms mix up 

^^ ' the qualities of these two ; others repeat to a greater or 

less extent in the one what appears in the other. As 

may then be expected, there is sometimes no consistency of method between one 

part and another. 

Still in the two extremes illustrated in two successive chapters every 
element appears which can occur in any of them. Consequently no type should 
now be difficult to discern and to follow wherever it may be required, more 
especially after the practice and observations of this chapter. 
Nevertheless the following cases seem to call for special notice : ~ 

(1) It is common to post opening entries both into the Ledger and the 
subsidiary C/B, where they are not only superfluous but also a hindrance to 
ready summarizing. 

(2) Subsidiary G/B's, besides bting totalled, are often balanced as well. If 
they are then closed by transference of the balances away to their Ledger A/cs, 
the form of prccednre is satisfactory. But their balances are sometimes trans- 
ferred both down and away at the same time ; a process which lacks consistency 
as compared with standard procedures of Double Entry. 

(3) Frequently the Cash and Bank records are balanced and the balances 
transferred ; while Discount has both its totals carried away without balancing 
into the Ledger. 

This is a harmless mixture of processes for which something has already been 
said in the last chapter. We may add here that the balancing of Discount A/c 
cannot be made uniform with that of the Money A/cs in any case and so may be 
less confusing if left to be done in the other book. 

The student may try this variation in working the next exercise. 



221. Exercise I. 

OXFORD LOCAL EXAMINATIONS, 1901. 
Senior and Junior Candidates. 1} hours. 

On December 31 my books show the following balances : — Cash at Bank, 
£124. 4». 4rf. ; Cash in Hand, £16. 0«. 7rf. ; Stock of Goods, £1620 ; Bills 
Payable, Nos.l6, 16, £232. 18«. 6rf. ; Bills Heceivable, Nos. 2d^ 21, £321. 16*. Id, ; 
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Drs. in account, J. BobinBon, £173. 12«. lOd, ; Crs. in account, W. Powell, 
£214. U, id. 

N.6. — Money is paid and received by Cheques, which pass through the 
Bank the same day, except where the transaction is stat^ to be for Cash 
(i.e. Office Cash).] 

The following are the transactions for the month : — 

£ «. d, 

Jan. 1. Sold Goods for Cash 12 13 4 

„ 3. Bought Goods firom W. Powell 65 9 2 

„ 5. J. Biobinson's Bill (No. 20), due to-day, duly 

paid 121 15 I 

,, 6. Pdid W. Powell for G^x)ds bought on 3rd 

inst. (Discount allowed, £5. 9«. 2<f.) 60 

„ 8. Sold Goods for Cash 18 2 9 

Paid into Bank from Office Cash 30 

„ 10. My acceptance to W. Eastman, due to-day, 

duly paid (No. 15) 82 18 6 

,, 12. Accepted W. Powell's Draft at 1 month 

(No. 17) 150 

„ 15. Sold Goods for Cash 13 3 8 

Sold Goods to J. Robinson 234 5 

„ 17. Paid Pearce & Co. for Sundry Office Re- 

quieites (Cash) 5 3 6 

,, 18. J. Robinson accepted my Draft at 1 month 

(No. 22) 200 

Andpaidme .. 100 

„ 20. Bought Goods at Auction : Payment to-day 54 1 7 
„ 22. My Acceptance to J. Robinson (No. 16) due 

to-day duly paid 150 

Sold Goods for Cash 9 10 10 

„ 25. Discounted with Bank J. Goldie*s Bill 

(No. 21) (Discount, £1. 6». id.) 200 

„ 29. Sold GkKxis for Cash 17 4 

Paid into Bank from Office Cash 30 

„ 31. Bought Goods from W. Powell 74 13 2 

Paid Wages and Petty Expenses for Month 

(Cash) 13 4 6 

Value of Goods on Hand 1450 

1. Enter in the Cash Book the Cash, Bank, and Discount entries. 

2. Journalize the Opening Balances and the entries which do not appear 
in the Cash Book. [Supplementary Books (^.y. Bill Books) are not to be 
opened.] 

3. Post the Ledger from the Cash Book and the Journal, entering the items 
in each account in order of date. 

4. Take out the Trial Balance. 

5. Having correctly made the Trial Balance, close the books by means of 
the proper Journal entries, and draw up~a Balance Sheet. 
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222. Memlta for testing. 



BOOK-KEEPING. 



TRIAL BALANCE. 





£ 


s. 


d. 


£ 


*. 


d. 


Capital 




. 1 








1707 


13 





Cash 






85 


11 


6 


78 


8 





Bank 






604 


13 


1 


347 





1 


Bills Receivable . 






621 


15 


1 


321 


15 


1 


Bills Payable 






232 


18 


6 


382. 


18 


6 


J. Robinson... . 






407 


13 


3 


300 








W. Powell ... . 






215 


9 


2 


354 


3 


8 


Goods 






1714 


3 


11 


304 


11 


4 


Discount .. . 






1 


6 


4 


5 


9 


2 


Profit and Loss . 






18 


8 











i 


3801 


18 


10 


3801 


18 


10 



Balance 



Sheet. 



Liabilities. 


Assets. 


BiUsFble... 
W.Powell... 

Capital, net 


£ 

150 
138 


8. 


14 


d. 

6 


£ 

288 
1733 


s. 

14 
15 


d. 

6* 
3 


Cash at Bank 
„ „ Office 

Bills R'ble... 
J. Robinson.. 

Goods 


£ 

267 
7 

200 
107 


13 
3 


13 


d. 

6 


3 


£ 

264 

307 
1460 


8. 

16 

13 



d, 

6 

3t 



/ 








2022 


9 


9 


2022 


9 


9 



* Money owing by firm. 



t Money due to firm. 
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CHAPTER XXIII. 



DAT AND INVOICE BOOKS. DIRECT OPENING OF 

LEDGER. 

Scotch Leaving Certificate Examination Papers* 

223. The Cash Book has removed a large group from the range of 

the Journal Entries. There are other groups 
Further Beduetion which await the Same process. Of these we 
of J^oumai shall take in hand in this chapter the two most 

important. These are 
Purchases of Goods on Credit, and 
Sales of Goods on Credit. 
To each of these will be assigned a separate book. For each book 
various names are in use which it is desirable to learn. 

224. The first two of the three names here given explain them- 

selves. The reason for the last of them is that 
rurcha^ Booh, goods which come into the house of business 
invoiee- BoohT are accompanied by a statement respecting their 

quantity and value which is called an Invoice. 
Invoices are usually preserved in a special way, and only the full 
amounts for each transaction are recorded in the Invoice Book. In 
that case one money column suffices for it. If an inner column be 
also given, it is intended for the leading details (as stated in the 
Invoices) from which the full amounts are calculated. 

225. The nature of this book will easily be inferred from what 

has been said of the one just described. 
SaieM Booh, Sold The Specimens which occur in the solution of 

Booh, or Bay Booh, the next exercise should now be examined. 

The student will scarcely need telling that they 
are the merest skeletons of such books as occur in business. 

226. When Returns Books are in use there are usually two of 

them: — Returns Inwards and Returns Out- 
^ , ^ , wards. They record values of Goods returned 

Betuma Boohs. . v ux i i. j? 

to or by us, atter sale or purchase, for some 
reason usually assigned. It is sufficient to 
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illustrate their use by showing an Entry in a Eetums Outward 
Book, as in the solution of the next exercise. 

227. These books, as we shall apply them, deal only with credit 

transactions in goods required for ordinary 
Functions of Invoice routine. Eeady-money purchases and sales are 

and nay Books. ]eft to the C/B, and machinery, &c., to the 
Journal. Each entry in them is posted direct to 
the personal a/c named in it. Into the Goods A/c summations or 
totals for each book will be posted, thereby saving nearly all the 
numerous postings of that a/c. But these totals are often passed 
through the Journal ; and narrations are then attached to them stating 
that the converse postings have been made in detail, direct from 
Invoice and Day Books, as just explained. 

In the process of the posting in a personal a/c it is simply necessary 
to consider, as usual, whether the a/c is a receiver or deliverer ; and 
this is sufficiently shown by the name of the book from which the 
posting is being made; as all our purchases have of course to be 
delivered to us, and vice vei'sa. A similar remark will apply to the 
posting of the totals in the Goods A/c. 

228. The posting of a value of goods returned is usually made as 

if it were a purchase or sale. 
Posting from There is some objection to this in the fact 

Betur^ns Booh. that the totals of Certain a/cs do not then 
represent accurately the real business done, 
which they are specially meant to take in hand. 

So far as grand totals are concerned, this may be rectified by 
deductions of the totals of the " Eetums '' from those in the Bought 
and Sold books or from those in the Goods A/c in the Ledger. 

229. The next exercise affords practice in the books newly explained 

and also in the Current A/cs for partners of the firm, 
which have been described in a previous chapter. 
^^*^Bx^eU^ '^® student may be reminded that into these a/cs he 

should post partners* salaries (if any), interest on 
Capital (when so directed), respective shares of profit or 
loss and any incidental ** drawings '' by the partners. 

In the solution which follows, the subsidiary form of C/B is adopted, although 
opening entries occur in it. But in this case they are not balances b/d, as &e 
opening is initial^ and its entries appear as simple transactions. 

As a&eady noted, the C/B totals often are required to be passed through the 
Journal to the Ledger, more especially when it is subsidiary. The same is true 
of the totals of the Day and Invoice Books. 

These are all shown in the solution ; but when time presses the student 
under examination might reasonably pass these over, unless they are expressly 
asked for. 



Digitized by 



Google 



DAt AlTD imrOICB BOOKS. DIBBOT OPENING OF LEDGBB. !b?7 

230. Exercise li. 

SCOTCH LEAVING EXAMINATION. 
June, 1903. 2| hours. 

On lut July, 1902, W. Cobb and J. Ball entered into partnership and com- 
menced business as merohanis in the name of Cobb & Ball. They agreed to 
divide their profit three-fourths to Cobb, and one-fourth to Ball ; but the latter 
as managing partner was to receive a salary of £200 a year out of the profits 
before division. 

Their transactions for three months were : — 

1902. , £ 8. d. 
July 1. W. Cobb contributes his agreed-on Capital, 

which is lodged in- Bank 3000 

J. Ball . do. do 1000 

Purchased from Charles Mitchell — 

Premises and Furniture 5000 

Stable 200 

,, 2. Paid him by Cheque 3200 

„ by Bill at 3/m/d 2000 

Borrowed from William Crawford on Bond 

over Premises at 4% and lodged in Bank 3000 

„ 3. Drew Cheque for Cash 50 

Lost by clerk when bringing back money... 5 

Bought Office Books and Stationery (in Cash) 12 6 6 

Bought Goods from John Williamson 520 10 

,, 4. Keturned to him Goods not up to sample ... ' 52 

,, 10. Sold Goods to Charles Mitchell 367 15 

Aug. 2. Paid John Williamson (by Cheque) 445 1 6 

Discount allowed by him 23 8 6 , 

„ 13. Sold Goods for Cash 27 1 3 

„ 20. Bought Goods from John Williamson 631 2 6 

Sept. 6. Sold Goods to Brown Bros 191 5 

Sold to Do. Stable which was found not to 

be required 220 

,, 8. J. Ball drew for private expenses (by Cheque) 15 

,, 10. Received Brown Bros. Acceptance at 3/m/d. 411 5 

Discounted same at Bank, yielding 406 2 

„ 30. Paid Wages for Quarter (in Cash) 49 6 

Allow for Interest due on Wm. Crawford's 

Loan 30 

Allow for Depreciation of Premises and 

Furniture 31 5 

Goods on hand at this date valued at 733 2 3 

Record these transactions in Cash Book, Invoice (or Goods Bought) Bool 
Returns Books, Day (or Goods Sold) Book, Journal. 
Kote. — Do not journalize any entries recorded in the other books. 
Post from these books to a Ledger. 

Frame a P. & L. A/c for the three months ending 30th September, 1902. 
Ifote, — ^The transfers to the P. & L. A/c must be by Journal Entries. 
Frame a Balance Sheet at 30th September, 1902. 

N 
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To W.Cobb ... 

,, J.BaU 

„ Wm. Crawford 
„ Bank ... ^/ 

„ Goods 

„ Bills R'ble ... 
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INVOICE BOOK. 



Details. 



July 3 
Aug. 20 



John Williamson 
John Williamson 



OUTWARD RETURNS BOOK. 



July 4 I John Williamson 



July 10 
Sept. 6 



Charles Mitchell . 
Brown Bros 



». d. 



DAY BOOK. 



Price. 



520 I 10 
631 2 



1151 12 



£ 
62 



d. 

6 



». I d, 




£ ». 

367 15 

191 6 

559 



d, 





JOURNAL. 





Debits. 




Credits 






I 


£ 


«. 1 


d. 


£ 


«. 


rf. 


July 1 


Premises and Furniture Dr. 1 


5000 


: 













Stoble 


200 
















To Charles Mitchell 








5200 








M 2 


Charles MitcheU Dr. | 


2000 
















To Bills P»ble 








2000 








Sept. 6 


Brown Bros. Dr. , 


220 
















To Stable 




i 




220 








Sept. 10 


Bills R'hle Dr. 


411 


5 













To Brown Bros. | 








411 


5 





„ 30 


Interest Dr. | 


30 
















To W. Crawford 




1 




30 








»> »> 


Profit and TjOhh Dr. 
To Premises and ; 


81 


5 













Furniture | 








i 31 


5 







„ J. Ball (3 mo8. 


. 














Salary) 

• 




1 




50 










7942 


10 





7942 


10 
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BOOK-KEEFIlfO. 







Debils. 




Credits 








£ 


«. 


d. 


£ 


8. 


d. 


Sept. 30 


Cash Dr. 


72 


1 


3 










Bank 


7406 


2 













Discount ,, 


5 


3 













To Sundries 








7483 


6 


3 




(The items of which Sundries 
















have been already posted to 
their respective a/cs.) 






























Sundries Dr. 


3796 


1 


6 










To Cash 








61 


11 


6 




„ Bank 








3710 


1 


6 




,, Discount 








23 


; 8 


6 




(The items of which have been 
















abready posted to their re- 
















spective a/cs.) 
Goods Dr. 


1161 


12 


6 










To Sundries 








1151 


12 


6 




(Items already posted.) 
















Sundries Dr. 


611 
















To Goods 








559 










,y Eetums 








52 










Transpbrs to p. & L. 
















P. & L. Dr. 


91 


11 


6 










To Trade Expenses 
,, Wages & Salaries 








12 


6 


6 










49 


5 







,, Interest 








30 










Stable Dr. 


20 
















Goods ,i 


219 


11 













Discount n 


18 


6 


6 










To P. & L. 








257 


16 


6 




Tbanspers prom p. & L. 
















P. & L. Dr. 


80 
















ToW. Cobb (cur. a/c) 








60 










„ J. Ball „ 








20 









Dr. 



LEDGER. 

W. Cobb's Capital A/c. 



Cr. 



Sept. 30 



To Balunue c/d 



£ 
3060 



30G0 



July 1 
Sept. 30 



Oct. 1 



By Ba.nk 

,, W. Qobh 

{cur. it/c) 



„ Bttlftnc«b/d 





3000 




60 


3060 




so^ojo 
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Dr. J. Ball's Capital A/c. Cr. 



Sept. 30 



To Balance c/d 



lOoo 

'1 


8.\d. 




July 1 
Sept. 30 


i|l055 





Oct. 1 


li 





By Bank 
„ J. Ball 
(cur. a/c) 



„ Balance b/d 



C/B| 



£ 
1000 

55 



1055 



8.\d. 

0| 

o| 





Dr. 



Account. 



1055| I 
Cr. 



July to 
Sept. 30 


To Sundries... 
„ Balance b/d 


C/B 


£ 
72 

i 72 


1 
1 


d. 
3 

3 


July to 
Sept. 30 
Sept. 30 


By Sundries... 
,, Balance c/d 


C/B 


£ 

61 
10 


8. 

11 

9 


d, 

6 
9 




72 


1 


3 


Oct. 1 


lio 


9 


9 









Dr. 



Account. 



Cr. 



July to 
Sept. 30 



To StLiLdries . 



/ 



Oct \, ,, Balance b/d 
Dr. 



C/B 


£ 
7i0fi 


6. 

2 


d. 



July to 
Sept. 30 




7406 


2 







369ft 





ft 



By8uniiit*ja.. 
„ Bdunce r/d 



Bills 



C/B 



3710 
3096 



7406 



ir. d. 



1 , a 



Recbiyable. 



Cr. 



Sept. lOjTo Brown Bros. I 



£ 
411 



Sept. 10| By Sundries ...|C/B 



£ 
411 



Dr. 




Bills 




Payablb. 




Cr. 


1 
Sept. 30 To Balance 
c/d ... 




£ 8, 

2000 


d. 



July 2 
Oct. 1 


By Charles i 
Mitchell 

,, Balance b/d 


£ 
2000 


8, d, 

1 

0, 




1 




2000 


0. 



Dr. 




William 




Crawford. 






Cr 




Sept. 30 


To Balance c/d 

/ 




£ 
3030 


8, 




d, 



July 2 
Sept. 30 

Oct. 1 


By Bank ... 
„ Interest .. 

„ Balance b/d 


C/B 


£ 
3000 
30 


8. 





d, 






3030 








3030| 













3030 
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BOOE-EEEPnrG. 



Dr. 



John 



Williamson. 



Or. 



July 4 
Aug. 2 
S^pt. 30 


To Goods ... 
„ Sundries ... 
,, Balance c/d 


R/B 
C/B 


£ 
62 
468 
631 


8. 



10 

2 


d. 


6 


July 3 
Aug. 20 


By Goods ... 
„ Goods ... 

/ 


I/B 
I/B 


£ 

620 

631 


8. 
10 

2 



6 








1151 


12 


6 


Oct. 1 


„ Balance b/d 




115112; 6 




: 1 




"^ 


r" 


631 


2 


6 



Dr. 



Charles 



Mitchell. 



Cr. 



July 


2 




f 
10 

1 


Oct. 


1 



To Bank 

„ Billi Y'hU 
,f Gooda 



,, Balance b/d 



C/B 
D/B 


£ f, rf. 

1200 

2000 

367,15, 

55671151 


July I 
^ptp SO 


36715 



By Sundiiei... 
,p Balance r/d 





5200 
367 



16 









ml 


16 





1 









Dr. 



Sept. 6 



To Goods 
„ Stable 



Brown 



D/B 



£ 

191 
220 



411 6 



Bros. 



Sept. 10 



By Bills R'ble 



Cr. 



£ 
411 

411 


8. 

6 
6 


d. 






Dr. 



W. Cobb's 



Current A/c. 



Cr. 



Sept. 30 







£ 


8. 


d. 


To W. Cobb 










(Cap. A/c) 




60 






Sept. 30 By Profit and 
I Loss 



I £ 
' 60 



Dr. 



J. Ball's 



Current A/c. 



Sept. 8 To Bank ... 
,, 30 „ J. Ball 

; (Cap. A/c) 



C/B 


£ 
1 15 


8. 




d. 




Sept. 30 




' 66 








»> »» 




70 











By P. &L. ... 
„ P. & L. ... 



Cr. 





£ 


8. 




60 







20 







70_ 
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Dr. 



Goods 



Account. 



Or. 



Sept. 30 



Oct. 1 



To Sundries... 
„ P. &L. ... 



„StockBal.b/d 



I/B 



£ \8. 

1161 12 
21911 



13711 3 



733, 2 3 



Aug. 13 
Sept. 30 



By Cash ...C/B 
„ Returns ... R/B 
„ Sundries... D/B 
,,StockBa1.c/d 



£ 


8. 


d. 


27 


1 


3 


52 








559 








733 


2 


3 


1371 


3 


6 









Dr. 


Pebmises and 




FURNITUBB. 




Cr. 




July 1 


To Charles 
MitcheU 

„ Balance b/d 




£ 
5000 


s. 



d, 




Sept. 30 
♦ > >» 


ByP. &L. ... 

,, Balance c/d 




£ 8. 

31 5 
4968 15 

5000 


d, 






|5000 





_C 


Oct. 1 


|4968 


15 










Dr. 



Stable 



Account. 



Cr. 



July 1 



To Charles 

Mitchell 
„ P.&L. ... 




£ 

200 
20 


8. 





d, 





Sept. 6 






220 





_0 





By Brown Bros. 



£ 
220 



l_ 

220 I 



Dr. 




Discount 




Account. 




Cr. 


Sept. 30 


To Sundries... 
„ P.&L. ... 


C/B 


£ 

5 

18 

23 


3 
5 

8 


d. 

6 

6 


Sept. 30 


1 
By Sundries... C/B 


£ 
23 

23 


8. d. 

s; 6 

1 
8 6 



Dr. 



Sept. 30| To Cash.. 



Wagbs and 



Salaries. 



Cr. 



I C/B 



£ I*. 
49 5 



Sept. 30| By P. & L. ... 
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BOOK-KEEPING. 



Interest 



Sept. 30|ToW. Crawford I C/B I 30 | | 



Account. 



Sept. SO'By P. & L. ...| 




Dr. 



Trade 



Expenses. 



|i £ 



July SlToCash C/B | 12^ 



8.\ d. 
6 6 



Cr. 



Sept. 30|By P. &L. ...| 



Dr. 



Profit 



AND Loss. 



Cr. 





! 


£ 


fl. 


d. 






£ 


«. 


d. 


July 3 


To Bank 


r*) 








Sept. 30 


By Stable 


20 








Sept. 30 


J J PremiBea, 6:0., 






^ 


»» »> 


„ Goods 


219 


11 







Depreciation 


.^1 


5 





>> >» 


„ Discount 


18 


5 


6 


IP M 


,, J. Ball (iimos. 
Salary) .., 


50 










/ 








t^ )i 


,, Trade ExpGQ SCSI 


12 


6 


6 




/ 








J r JT 


„ Wages, &c. ... 


19 


6 







/ 








I' ?T 


J, Interest 

,, W. Cobb (Joet 
prafit)... .., 


m 












/ ' 








l« M 


,, J. Ball {\ net 










/ 










profit) 


20 










/ j 










< 


257 


16 


6 




i 

i 


257 


16 1 6 



Balance 



Sheet. 



Creditors — 
W.Crawford 
J. William- 
son 

Bills Fble... 
Capital — 

W. Cobb ... 

J.Bali ... 



Liabilities. 1 


£ 


8. 


d. 


£ 


«. 


d. 


3030 














631 


2 


6 


3661 
2000 


2 



6 



3060 
1055 










4115 








9776 


2| 6| 



Assets. 



Cash at — 
Office 
Bank 

Premises, &c. 
Debtor — 

C. Mitchell 
Goods on 

hand.. 



£ 


*. d. 


£ 


«. 


d. 


10 

369b 


9 9 
6 


3706 
4968 


10 
15 


3 





' 


367 


15 









733 


2 


3 




• 1 


9776 


2 


6 
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232. Bills of Exchange may be cancelled by mutual consent, and 
renewed or replaced wholly or partially by 
other modes of payment. If further time be 
granted for the new payment, as usually 
happens, interest will be added accordingly. 
For example, if we cancel a B/ET)le, it is delivered by B/E 
A/c to the Acceptor. At same time, on such portion of its amount 
as is not met now, he is debited with the interest for the new time 
allowed. Then B/E A/c is debited for the new bill, which generally 
includes the interest. 

If we obtain cancellation of a B/P'ble, the Interest A/c is debited 
for a new allowance of time for the amount of the bill, or such part 
of it as is not met now. The Drawer of the bill is credited with the 
interest and with the old bill, and debited with the amount of the 
new bill. 

Sufficient illustration of these remarks will be found in the next 
exercise. 

233. When Bent is paid the service due for it is assig^ned to Bent A/o. If it 
be paid in advance so as to cover more than the period 
in hand at balancing, there will be then a portion of the 
due service remaining. This may be taken as a balance 
in hand and carried down like a Stock Balance. The 
Bent due for the period itself is the value of the 

service (occupation of premises, &c.) used during the period, and is debited to 

P. & L. A/c. 

For example, if £90 be paid by cheque on Jan. I for 3 months' Bent in 

advance, and we balance for the month on Jan. 31, we have in Bent A/c — 



Ment in Advance 
and Outstanding, 



Dr. 
Jan. 1 



To Bank 



£ 






£ 


90 


Jan. 31 


ByP. &L. ... 


30 




if » > 


„ Balance c/d... 


60 



As regards these items Bent A/c has some resemblance to a Gk)ods A/c ; but it 
is more like that of fixed Capital which depreciates, as Machinery. The debit 
to P. & L. is a fixed amount, and not a variable balance of a/c. 

If Bent be paid when due, the Landlord is Gr. for the moment only, and his 
a/c may be said to be closed without beiug opened. But, if he has to wait, the 
case is altered. He remains Cr., like any other person who may supply us with 
necessities for the business operations. There are two ways of dealing with the 
case ; and of these we adopt in this chapter (Art. 239) the simpler and more 
natural, leaving the other for fature consideration. We shall assign to the 
Landlord an a/c, although in this case his name is not furnished to us. For 
illustration the solution of the exercise is sufficiently given. 

Note. — Book-keeping items not arising in ordinary routine but requiring 
attention at the time of bsdancing are often called a^mtments. They inclade 
depreciation, cash payments overdue or in advance, and others to bo mentioned 
in another chapter. 
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yd84. Exercise IH. 

SCOTCH LEAVING CERTIFICATE EXAMINATION, 1904. 

2^ UOUKS. 

On let January, 1904, Richard Green commenoed business as a merchant with 
£1,500 in bank. He made the following transactions :— 

£ 8. d. 

Jan. 2. Bought of Stewart & Co., Goods 1300 

Cheque drawn for Cash 20 

Paid Rent of premises for half-year ending 

30th June next fby Cheque) 65 

„. 7. Sold to Lane Bros., Goods 225 

„ 12. Paid Stewart & Co. (by Cheque) 617 10 

Accepted their Bill at 1/m/d. for 617 10 

Discount allowed by them 65 

„ 20. Lent to John Mitchell for one month at 6% 

interest (by Cheque) 500 

,, 28. Received from Lane Bros., and lodged in 

Bank 213 15 

Discount allowed to them 11 5 

„ 30. Sold to John Mitchell, Goods 166 

Feb. 1. Consigned to Wilson & Sons, Goods invoiced at 110 

Paid Carriage thereon (in Cash) 5 4 3 

„ 5. Sold Goods for Cash 4 5 

„ 8. Bought of Thomas Kerr. Gk)ods 360 

,, 15. Arranged with Stewart & Co. that they cancel 

their Bill due to-day for 617 10 

In consideration thereof paid them b^ Cheque 317 10 
And accepted their Bill at 3/m/d. for (includmg 

3 months' interest) 303 15 

,, 20. Received from John Mitchell repayment of 
Loan and Interest thereon and lodged in 

Bank 502 10 

„ 25. Received Account Salesfor Goods coubigned to 
Wilson & Sons, viz. : — 

Proceeds £145 

Less their Commission 14 10 

130 10 

,, 29. Cheque drawn for Cash 50 

Paid Salaries and Wages (in Cash) 34 10 

„ Trade Charges (in Cash) 15 5 

Received Wilson & Sons* Acceptance at l/m/4. 

for 130 10 

Value of Goods on baud 1205 15 

Record these transactions in Cash Book ; Invoice (or Gk>od8 Bought) Book ; 
Day (or Goods Sold) Book ; Journal. 

Post from these books to a Ledger. 
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Frame Profit and Loss Account for the two months and a Balance Sheet at 
29th February, 1904. 

Only entries not suitable for the other books are to be entered in the Journal. 

The balance of Bent paid in advance is to be carried forward. Only the 
amount for the two months is to be charged to the Profit and Loss Account. 

The Ledger Accounts must all be closed and ru^ed off. 



235. Portions of Solution. — Such parts of the work are shown as contain 
anything not fully exemplified already. 



FROM JOURNAL. 



Feb. 16 
ft >> 



29 



Bills P»ble Dr. 

Interest „ 

To Stewart & Co. 
Stewart & Co. Dr. 

To Bills P'ble 

P. & L. Dr. 

To Rent (2 months) 



£ 


«. 


617 


10 


3 


15 


303 


16 


21 


13 



d. 1,- 


£ 


8. 


















621 


6 









1 


303 


15 


4 






1 


21 


13 



d. 






Dr. 



Rent 



A/c. 



Cr. 



Jan. 2 


To Bank 

/ 

,, Balance b/d ... 








d, 





Feb. 29 


ByP. &L. 
,, Balance c/d ... 


£ 
21 
43 

66 


5. 

13 

6 




d. 
4 
8 




Mar. 1 


i"iri 


6 


8 









Dr. 



Profit 



AND Loss. 



Cr. 







£ 


«. 


d. 






£ 


«. 


d. 


Feb. 29 


To Rent 


21 


13 


4 


Feb. 29 


By Goods 


51 








»» »> 


„ Interest 


1 


5 





>> >> 


,, Consignment 








>» >» 


„ Trade Charges 


15 





5 




to Wilson's 


15 


5 


9 


>> »» 


,, Salaries and 

Wages ... 
„ Capital 


34 


10 





>> >> 


„ Discount 

/ 


53 


15 





♦ > M 


47 
120 


12 








/ 










|l20 





9 
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Balance Sheet. 



LEAUILrFlliS. 


£ 1 *. 


rf.l £ 


J. 


d. 


MS] 15 











360 



















_• 


• m-^ 


15 





1 

I 






ld*7 


12 









' 


2211 


_7_ 






Assets. 



Bills P^ble , 
T. Kerr 

Capital 



Cash at Office 
,, f, Bank 

Bilh R'ble 
Jolin Mitclien 

Goods ... ... 

ll<^t (in ad- 
vance) 



£ 

13 

016 



*. \ff, 

10 4 

5 



130 



GG5 



1205 
43 



2211 



«. iif. 



U 



236. Two leading methods of the process which is usually described 

as "opening the books'' have been practised. 

Opening the Boohs by That which is most appropriate to Continuous 

nireet Posting, Bookkeeping now calls for attention ; and it 

will be seen to be specially suited to the 
exercises of this chapter on reading the directions which are 
given with the one which is before us. It simply consists in 
putting the Ledger A/cs which have balances carried down into 
the condition in which the bookkeeper would leave them when 
he balanced the Ledger. It may be described as the direct posting 
of ike M balances in the new period's a/cs. They should be 
posted as b/d. This can be done from an old T/B with due attention 
to stocks on hand. In the former exercises of this chapter no 
f onner balances have existed. 

237. As the followiDg exercise furnishes a fairly complete example of 
elementary continuous book-keeping, we prefix the following Abstract of Pro- 
cedure, It will be found perhaps more generally suitable than any other for 
dealing with the exercises set in modem examinations. 

Outline Proobdueb in Modebnt Continitous Method. 

I. Open the Ledger by direct posting of Balances b/d. 

II. Post C/B. 

This need not include Balance b/d unless so directed, as it is 
already in the Ledger. 

III. Enter up I/B, D/B, Eet/B, and journalize the remaining 

transactions. 

IV. Post from C/B, I/B, D/B, and Journal to Ledger. 

If these books are short, as in most examinations necessarily, they 
may be displayed to the view at once, in order to post them the more 
readily in strict order of date, when that is required. 
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V. Add up totals of the books. 

Until T/B proves satisfactory, or, if no T^ be extracted, till the 
Bal/S proves the books, work on in pencil if time permits. 

VI. Pass the foregoing totals through the Journal to their 

Ledger A/cs. 
VII. Compute the Balances of the a/cs so far as posted. 

VIII. If required, or otherwise if there be time, extract a T/B. 

Some adjustments usually come before T/B, but all maybe taken after. 

IX. Balance the Goods A/c (or its substitutes). 
Carry down the Assets Bidances. 

X. Transfer through Journal Balances of Goods A/c and those 
of Services A/cs to P. & L. 
Later on this may be Trading A/c and P. & L., or to Trading A/c only. 

XI. Balance the a/cs just posted and transfer through Journal 
to Capital. Then balance Capital. 

XII. Frame the Bal/S by collection of Balances c/d. 

When Bal/S is satisfiictory, i.e, closes itself, pencil work may be 
inked in and final rulings made. 

238. Exercise lili. 

SCOTCH LEAVING CERTIFICATE, 1902. 

2 J HOURS. 

The following were the balances in the Ledger of Walter Thomson, merchant, 
Edinburgh, at 30th April, 1902 :— 

Dr. Cr. 

J6 8. d. £. 8. d. 

Capital 1600 

Bank of Scotland 170 

Cash 22 7 

Tea 700 

Coffee 600 

Bills Receivable (James Forsyth's) 100 

Bills Payable 60 

Richard Wilson 66 6 6 

Bruce & Livingstone 88 13 6 

£1648 13 6 £1648 13 6 



mmSmm 



His transactions during May were as foUows : — 

May 1. Sold Richard Wilson:— £ 8. d, 

160 lbs. Tea @ 1*. 7ef. £11 17 6 

120 lbs. Coffee @ 1». Id 6 10 

: 18 7 6 

,, 2. BiU Payable due to-day paid by the Bank ol 
Scotland and debited to his (Walter 
Thomson's) account 60 
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£ t. d. 
May 2. James Forsyth's Acceptance due 20th current, 
discounted with Bank of Scotland, pro- 
ceeds credited to his (Walter Thomson's) 

account 99 15 

Discount charged by Bank 5 

,» 5. Purchased from Bruce & Livingstone, 

Colombo, 1,500 lbs. Tea @ 1». 2\d, 90 12 6 

„ 7. Drew from Bank and remitted Bruce & 

Livingstone to Account by Draft 100 

„ 8. Sold to James Forsyth, 200 lbs. Tea @ U. %kd, 17 1 8 
,, 10. Sold to William Temple, 100 lbs. Coffee 

@ 1«. 0\d, 5 4 2 

,, 12. Purchased from Eobert Purdie, 2,000 lbs. 

Coflfee@10rf 83 6 8 

„ 13. Sold to William Temple :— 

1,000 lbs. Coffee @ Is, Q\d.,. £52 1 8 

500 lbs. Tea @ 1». %\d 42 14 2 

94 16 10 

,, 14. Received from William Temple to Account 

and lodged in Bank 50 

,, 16. Received from Richard Wilson (in Cash) 53 10 

Discount allowed to him 2 16 6 

Lodged in Bank 60 

„ 17. Paid Robert Purdie (by Cheque) 79 3 4 

Discount allowed by him 4 3 4 

,, 19. Purchased from Robert Purdie, 500 lbs. 

Coffee @10(f 20 16 8 

„ 20. James Forsyth's Bill due to-day returned dis- 
honoured and debited by Bank to Walter 
Thomson'sAccount, wiw charges 10«. 4^. 100 10 4 

„ 31. Drew from Bank 10 

Paid Salaries for month in Cash 15 

Paid Sundry Charges for month (in Cash) ... 5 

The debt due by James For^h is considered worth only 17». 6rf. per £ ; 
28, 6^. per £ is therefore to be written off as irrecoverable at 31st May. 

£5 is due by Walter Thomson at 31st May for one month's Rent, and is to be 
allowed for. 

The Stocks on hand at 31st May are as follows : — 

Tea £750 

Coffee £655 

Open Ledger accounts for the Balances at 1st May, 1902. It is unnecessary to 
make Journal entries for them. They may be entered in the Ledger as if 
brought down from the previous month. 

Record the transactions in a Cash Book ; an Invoice (or Goods Bought) Book ; 
a Day (or Goods Sold) Book ; a Journal. 

Post from these books to the Ledger. When the Ledger is completed frame 
a Profit and Loss Account for the month. The transfers thereto from other 
Ledger Accounts must be made by Journal Entries. 

Frame a Balance Sheet as at 31st May, 1902. 
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DAY OR SALES BOOK. 



1902 
May ] 



Dr. 



R. Wikon 



J. Forsvlh 



L.FJ 



Details, &c. 


1 Tea. 




j Coffee. 




£ '». 


d\ £ \8. d. 


150lb«. @ 1/7 


11 


17 


6 


, 


I'^O „ ., 1/1 








' 6 10 


Total, M8 7«. 6d. 










200 lbs. @, 1/8, 


17 


1 


8 




100 „ „ 1/OJ^ 








5 


4 2 


1000,, „ 1/0. ... 








52 


1 8 


500 „ „ 1/8J ... 


42 


14 


2 


1 • 


Total, £94 Ida. lOd. 








1 

1 1 




1 71 


13 


4 63 115 10 



INVOICE OR PURCHASES BOOK. 





Cr. 


LF. 


Details, &c. 


Tea. 


Coffee. 


1902 

May 5 

„ 12 

„ 19 


Bruce & Livingstone 
R. Purdie 




1500 lbs. @ 1/2 J ... 

2000 „ „ \0d. ... 

500 „ „ 10^. ... 


£ 
90 

90 


8. 

12 
12 


d. 
6 

7 


£ 

83 
20 

104 


s, 

6 
16 

3 


d. 

8 
8 

4 



JOURNAL. 



May 31 



Bad Debts Dr. 

To James Forsyth 
Rent A/c Dr. 

To Landlord's A/c 



£ 


s. 


d. 


£ 


8. 


14 


14 





14 


14 


5 








5 






d. 





Dr. 




( 


^kVlTI 


LL 




Account. 






Cr. 




1902 
May31 


To Balance c/d 

/ 




' £ 
1507 

1 
1507 


8. 
1 

1 


d. 

2 
2 


1902 

May 1 

„ 31 

June 1 


By Balance Wd 
„ P. & L. ... 




£ 
1500 

7 

1507 


8. 


1 

1 


d. 

2 

2 




1 






„ Balance b/d 


1507 


1 


2 
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Dr. 






James 




Forsyth. 




Cr. 


1902 

May 8 

„ 20 


To Tea 

„ Bank ... 

„ Balance b/d 


D/B 
CB 


: £ 
' 17 
, 100 

117 


8 

1 

10 
12 


d. 
8 
4 




1902 
May 31 


By Bad Debts 
,, Balance c/d 




i £ 8. d. 

1 14 14, 
, 102 18,' 

' 117il2| 


June 1 




|102 


18 





1 1 



Dr. 



Bruce & 



Livingstone. 



1902 

May 7 

„ 31 



To Bank 
„ Balance c/d 



1 £ 


8. 


d. 


1902 


C/B ' 100 

1 " 



6 






May 1 
„ 5 


1 179 


6 





June 1 




r 





By Balance b/d 
,, Tea 



,, Balance b/d 



I/B 



Cr. 



1 £ 


8.\ 


d. 


88 


131 


6 


90 


12| 


6 


179 


6| 





79 


o! 






Dr. 



Tea 



Account. 



Cr. 



1902 

May 1 

„ 31 



To Balance b/d 
yy Sundries ... 
„ P. & L. ... 


I/B 


£ 

700 
90 
31 


8. 


12 



d. 



6 

10 


1902 
May 31 






821 


13 


4 





By Sundries... I D/B 
„ Stock Bal- ! 
ance c/d .. 



£ 

71 

750 



821 



8.\d. 
13| 4 







13 4 



Dr. 



1902 i I 

May31, To Landlord... I 



Rent 



8. d. 





Account. 



1902 
May31|By P. & L. .. 



Cr. 



£ s.d. 
5 100 



Dr. 

"1902 I I 

May31|To J. Forsyth | 



Bad 



Debts. 



£ 
14 



8. d. 
14, 



1902 I 
May3l|By P. & L. 



Cr. 



, £ 
I 14 



8.\d, 

14| 



Dr. 




Landlord 


s 




Account. 




Cr. 




1902 
May31 


To Balance c/d 




£ 
5 


8. 




d. 



1902 
May 31 

June 1 


By Rent c/d ... 
„ Balance b/d 


£ 
1 5 


8. 




d. 











5 


T 
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Dr. 



PUOPIT 



AND Loss. 



Cr. 



19iJ2 I 

May31 ToUfint 

J, Trade Charges 
„ Salaries 
„ BadDobta ... 
Pf Capital ..► ,, 



it ff 



'^- 


s. 


5 





5 





U 





; 14 


u 


! ^ 


1 



i 46 15 2 



1902 I 
Mav3l' By Tea 
„' ,,| „ Coffee ... 
, Discount 



£ I K. 

31 i 

14 I 12 

1 1 



46 I 15 



Balance 



Sheet. 



May 31. 



LlAHILITIES. 1 




£ 


«. 


d. 


£ 


8. 


d. 


Due to— 














Bruce & 












LiviDgstone 


79 


6 











R. Purdie.. 


20 


16 


8 

















100 


2 


8 


Landlord ... 








5 








Capital, Net 








1507 

1 
1 


1 


2 










I36I2 


_3^ 


10 



Assets. 



Cash — 
At Office... 
At Bank... 

Due from — 
J. Forsyth 
R, WilsoD 
W. Temple 

On hand — 

Tea 

Coflfee ... 



I £ 

5 
30 



102 
18 
50 



750 
655 



d. 


£ 


s. 


d. 



4 


1 

I 

35 18 


4 



6 




171 


5 


6 






1405 










1612 


3 


10 
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CHAPTER XXIV. 



CASH BOOK SHOWING PETTY CASH. IMPEEST 
SYSTEM. COLUMNAE ANALYSIS. 

Society of Arts Papers. 

240. As before stated, the debits of a Petty Cash Book usually 

consist of drawings from Cash at Bank by 
cheque. It is found convenient to draw 
tnpre8 ys em, periodically, weekly or monthly, &c., and to 
make the amount such that each period com- 
mences with the same debit balance. This debit balance is then 
called the imprest amount. 

A little consideration shows that the first period will be commenced 
by drawing the full imprest amount, and each subsequent period by 
drawing the amount which has been spent in the previous period. 
This mode of dealing with the Petty Cash Book is called the 
" Imprest System." 

We may write P.O. for Petty Cash with sometimes B. for Book. 

241. The Petty Cash Book affords a simple means of illustrating 

the use of what is described as "Columnar 
Analysis." This is capable of wide and profitable 
o umnar na ys «. application in special departments of the sub- 
ject ; but its principle is easy, and sufficiently 
shown by means of one example. 

The following is a brief outline form of a Petty Cash Book, which 
may serve this purpose : — 
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Dr. to 
Bank. 




Cr. by 



£ 8. d. 



Carriage . . . 
Telegrams ... 

Cabs 

Stationery... 
Post Cards... 
Messenger. . . 
Stamps 
Eail way Fare 
Stationery...! 
Carriage . . . 



Balance c/d 



76 
16 
40 

58 



010 

26 

1 00 
34 
14 3 



Sta 
tionery 



£ 8. d. 



5 8 



14 3 



I 



317 6 

10 



19 11 



Car- 
riage 



£ 8. d. 



7 6 



8 9 



16 3 



Post- 
age 



£ 8. d, 



10 

1 



Miscel- 
laneous 



£ 8. d. 



16 
4 



2 6 



3 4 



I 



1 10 00 11 4 



It is to be noted that the number of columns may be increased 
according to convenience. The items are entered twice, but at the 
same time; and in the result we easily arrive at totals for each 
heading. By horizontal addition of these totals the vertical addition 
of the first column is tested. 

The Dr. column, having little to do, is left narrow, and " To Bank " 
is to be understood as not applying to Balances b/d. 

Petty Cash entries are generally numerous enough to need a 
special book. This is then subsidiary to a Petty Cash A/c in the 
Ledger, in which case the Dr. column of the book is needless. 

The total of the Cr. items is transferred to the credit of P.C. A/c 
in Ledger thus : — 

Mar. 31 By Sundries ... P.C.B. £3 17». 6rf. 

It is also either posted to debit of Trade Charges or Office 
Expenses, according to the nature of the business, or else the 
separate totals of Stationery, Carriage, &c., are debited to corre- 
sponding a/cs. 

242. It sometimes happens that examination exercises contain but few items 
of Petty Cash and at the same time Cash is aU at Bank. 
^ In such a case the Cash Book columns may be applied 
^ ^'VashBooh!^ ""^ to Discount, Petty Cash, and Bank. 

We may practise this variety and at the same time 
deal with Discount in the usual manner in the exercises 
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of this chapter. These will be found to involye a certain amount of calculation, 
which, of course, requires care. 

Before commencing each of them the student should carefully read through 
in order to see what suggestions, in regard to method, any particular item, or 
the general character of the items, will afford. With experience which comes 
from practice of such exercises he will find this preliminary survey to be often 
effective in preventing later troubles and errors. 

In regard to the next exercise, for example, he should note that the purchases 
include a machine. This will not go to Goods A/c, and had therefore better be 
kept for the Journal instead of Invoice Book. Day Book should be used also. 

Again £2. 12#. 6d. is really an item of purchase, and is debited to Goods. 

Income Tax (Schedule A) on Feb. 8 will be reckoned on five-sixths of the 
Assessment. 

As a test for the student a T/B is given ; and from this he will be able to see 
what a/cs it has been considered will do for the exercise. 

243. Exercise liii. 

FROM SOCIETY OF ARTS INTERMEDIATE, 1905. 

Austin Brown, whose Capital consisted of £2,500 in the Assets Bank, Ltd., 
commenced business on Feb. 1, 1904, by opening stores for the sale of tea and 
coffee ; having adapted the front room of his house (his own freehold) for use as 
a shop by an outlay of £200 and expended £50 in furniture and fittings. He 
paid for both items by cheque on Feb. 1, 1904. 
The following were A. Brown'stransactionsfortheperiodendedFeb. 18, 1904: — 
1904. 
Feb. 2. Drew Cheque for £10 for Petty Cash. 
„ 3. Bought from F. Thompson & Co. 8 Chests of China Tea for £43. is. 

and paid the Government duty thereon of £2. 12«. 6d. 
,, 4. Purchased a Coffee- Roasting Machine from the Machine Supply Co. 

for £38. 10#. 
„ 5. Sold 1 Chest of Tea to A. James & Co. for £6, allowing 2^% Discount 

for one. month. 
,, ,, Purchased from G. Mager 1 cwt. of Coffee at 87«. 6d, per cwt. and 

1^ cwts. do. at 92«. per cwt. 
,, „ Purchased from R. Philips 2 cwts. of Coffee at 81». Sd. per cwt. 
,, 6. Bought Stationery, String, &c., for £6. is. 2d. and paid Cash for 

the same. 
„ 7. Drew Cheque for £12. 10«. for Rates. 

,, 8. Paid Income Tax (Schedule A) at U. in the £ and House Duty at 
9d. in the £, the annual value of the house and shop being 
assessed at £120. 
,, 9. Bought from the Ceylon Tea Co. 3 Chests of Tea at £4 16*. per 

chest. Duty paid. 
,, 10. Cash Sales for the week amounted to £7. 3*. id. 
,, ,, Ordered Advertisements in George Smith's Time-Tables to the 

amount of £7. 1 0*. 
,, ,, Drew Cheque for Wages, £3. 45. 6d. 
,, ,, Drew Cheque for Petty Cash, £6. 4*. 2d. 

,, 12. Finding that his Roasting-Machine was unsuitable, sold it for £33 
cash down and purchased a larger one from the Machine 
Supply Co. for £64. 
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14. 



15. 



16. 



Feb. 13. Paid the Machine Supply Co. for the first Machine lees 5 % Cash 
Discount. 
Sold to the Royal Tea Co. 66 lbs. of "A. B.'s special blend" at 

2». per lb. 
Received Cheque from James & Co. in settlement of their Account, 

less 2J % Cash Discount. 
Purchased 2 bales of Mocha Coffee at 192«. per bale from the 
Coffee Syndicate, Ltd., and gave them an Acceptance at one 
month for the amount of their invoice. 
Paid from Petty Cash a Fine of 40«. and 6«. Costs for inaccurate 
sonles. 

,, ,, Sold G. Miiger 1 cwt. of ** A. B.*s. pure Coffee** at 94«. per cwt. 
,, ,, Paid G-eorge Smith one half of the Advertisements, having settled 

the proof. 
„ 17. Drew Cheque for £3. is. 6d. for Wages. 
,, ,, Cash Sales for the week amounted to £11. 16«. 2d. 
,, 18. Drew Cheque for £10 for private purposes. 

All moneys received were paid into the Bank and (unless otherwise stated) all 
payments were made by Cheque. 

Pass the above transactions through the proper books to the Ledger. Balance 
the accounts as on Feb. 18, 1904 ; bring down the Balances and extract a Trial 
Balance. 

N.B.— iVb Profit and Loss Account or Balance Sheet to be prepared. 



244. A test of the Stttdent^s solution, 

TRIAL BALANCE. 



1 


£ 


s. 


d. 


£ 


s. 


d. 


Capital 








2500 








P. Cash 


7 


15 











Bank 


2210 


4 


10 








Bills P*ble 








19 


4 





F. Thompson 








43 


4 





G. Mager 








6 


11 


6 


R. Philips 

Ceylon Co 








8 


2 


6 








1 1^ 


8 





Royal Tea Co. ... 


5 


12 











A. Brown's Drawings 


10 














Machine Supply Co 








64 








George Smith 








3 


15 





Premises 


200 














Furniture and Fittings . . . 


50 














Machinery 


69 


10 











Goods 


63 


11 











Office Expenses 


16 


19 


2 








Wages 


6 


9 











Rates and Taxes 


22 














Discount 








1 


16 







1 2661 


1 


^ 


2661 


1 
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245. Before commencing the next exercise let the student give it a careful 
though brief preliminary surrey, by which he should be 
_ _, . „ a gainer in point of time ultimately. We may indicate 

oTE^^ifJUr^ ^e»*e some queries which he may put to himself. 

What sort of opening is suitable ? What a/cs should 
come into the 0/B ? What a/cs will take the more 
unusual items P Are the goods sold the same as those bought, or nearly so P 

The last question is somewhat in advance of the present stage ; and is fully 
suitable to that period only in which we have to choose between a Goods A/c 
and a Trading A/c. But a small explanation here will be enough for the present 
purpose and can only help a little later on. 

If the goods sold differ materially from those bought, the Gbods A/c should be 
superseded by a Trading A/c ; which, previotts to Trial Balance, will only contain 
the Stock Balance b/d, if there be one. Until after T/B its other items are found 
only in subsidiary a/cs. Of these we need only mention here the Furchases Ale 
for materials bought and the Sales Aje for goods sold. The Purchases A/c will 
be debited with the total of the Invoice Book and also with Gash Purchases posted 
from C/B, if any ; and the Sales A/c will be credited with the total of the Day 
Book together with Cash Sales posted from C/B, if any. 

In discussions and determinations such as the present, the teacher's aid is 
specially appropriate and valuable ; but it may be useful in times of recapitulation 
and private study to have an example of a preliminary survey of an exercise. 



246. The next exercise is suitable for the purpose of providing such an 
example. In it we may note the following points in 
advance of its solution : — 

^"*22^rcL?*** 1- ^^e Opening Entry, and that in C/B on Oct. 12. 

2. Purchases next day supply the places of other 
opening entries. 

3. Cash Payments are to Petty Cash and only two in number apparently. The 
second, however, tells us indirectly the sum of Cash Payments to date ; which 
should be posted as Trade Expenses. But, as P/C has only three postings in all, 
it may appear as Cash in C/B. 

4. The goods sold are slates. Only once bought, at opening. Hence a Trad- 
ing A/c appropriate which might take the opening purchase. Stores, including 
powder and timber, go through Invoice Book, but not purchases of fixed Capital. 

5. Acceptance given Oct. 16 is due and met Nov. 19. Insert at later date on 
paper in pencil. 

6. Cartage, large enough for separate a/c, is a credit item. 

7. Make allowance on Oct. 27, by debiting Railway Co. (through Journal) to 
G. Hill for cost of 250 slates. 

8. No a/c for Sharp & Co. May put Legal with Trade Expenses. 

9. On Nov. 7 debit Parker & Co. to Bank for £10. 1». 

A few points like the foregoing might form a rapid sketch for an examinee to 
keep alongside his work. 
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247. Exercise Iv. 

FROM SOCIETY OF ARTS' ADVANCED, 1904. 

John Shaw, having opened an account with the Dales Bank, Ltd., hy paying 
in £4,200 to his credit, on Octoher 12, 1903, purchased (hy Cheque) on the 
following day the Duchess Slate Quarry from William Black, the purchase 
price (after valuation) heing — Freehold Land and Quarry, £2,350 ; Stock of 
Slates, £300; and Machinery, Plant, Tools, &c., £350. The following were 
his transactions up to November 21, 1903. All moneys received were paid into 
the Bank, and (except where stated) all payments made by Cheque. 

1903. 
Oct. 14. Drew and cashed Cheque (for Petty Cash) for €20. 
,, 16. Bought Machinery from Gray & Co. for £45. Gave them his 

Acceptance at one month, which was duly honoured. 
„ 19. Sold G. Hill 3,500 Slates at £7. 8«. per 1000. 
„ ,, Bought 2 cwt. of Drills from Sheffield Steel Co., Ltd., at £20 

per ton. 
„ 21. Paid Rates, £6. 10*. 4rf. 

„ 23. Sold Parker & Co. 1,600 Slates at £7. 4». 2d, per 1,000. 
,, 24. Drew Cheque £73. Is. 9d, for Wages, and paid the same. 
,, ,, Banked Cash received for Cartage, £4. 2#. 6d. 
,, 27. Made G. Hill an allowance for 250 broken Slates (invoiced on 

October 19, 1903), and made a claim upon the Railway Co. 

for the amount. 
„ 28. Received Cheque from G. Hill in settlement of his account, less 

5 % Discount allowed. 
„ ,, Bought 3 tons of rails, at £5 a ton, from Rotherham Forge 

Co., Ltd. 
„ 29. Sold Parker & Co. 1,500 Slates at £7. 4«. per 1,000. 
„ 31. Sold D. Green 4,200 Slates at £8. 3«. 4^. per 1,000. 
„ ,, Drew Cheque and cashed same (for Petty Cash) for £11. Ids. 4<f., 

the Petty Cash being kept upon the "Imprest*' System. 
,, ,, Paid Manager's Salary for the month, £30. 
,, ,, Drew Cheque £68. 35. 7d. for Wages, and paid the same. 
Nov. 5. Received Cheque £10 from Parker & Co. (on account). 
,, ,, Bought Oil and other stores from Slippery & Co. for £4. 10*. 
„ G. Paid Sharp & Co. Cheque £21 for Legal Charges. 
,, 7. Parker & Co.*s Cheque for £10 returned by the Bankers dis- 
honoured, the Bank charges on same being 1*. 
,, ,, Drew Cheque £70. 8*. id. for Wages, and paid the same. 
,, ,, Banked Cash received for Cartage, £7. 14*. 
,, ,, Bought 10 cwt. Blasting Powder at £5 a ton from Dynamite & 

Co., Ltd. 
,, 10. Received Cheque from Parker & Co. for £10 (on account). 
,, 16. Bought Timber from D. Green for £16. 
,, 19. Received Cheque from Railway Co. for claim (in full) made 

October 27, 1903. 
,, 21. Drew Cheque for Self for private purpose £20, and cashed same. 
,, ,, Drew Cheque £62. 17*. 6d. for Wages, and paid the same. 

Pass the above transactions through the proper books to the Ledger ; balance 
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the accounts as on November 21, 1903 ; bring down the balances and extract a 
Trial Balance. 
N.B. — "No Profit and Loss Account or Balance Sheet to be raised. 



248. For comparison with student'' s result, 

TRIAL BALANCE. 



Capital 

Bank 

Petty Cash 

Land and Quarry 

Machinery, &c 

Slippery & Co 

Dynamite & Co 

D. Green 

Parker & Co 

Sheffield Steel Co. ... 
Rotberham Forge Co. 
J. Shaw's Current A/c 

Trading- A /li 

Purchases 

Sales 



£ 


8. 


d. 


' £ 


8. 


d. 








1 4200 








817 


6 


8 


1 






20 














1 2350 














1 412 




















1 4 


10 











1 2 


10 





' 18 


6 











12 


7 


8 














2 














15 








20 














300 














1 2-3 




















82 


10 


8 


274 


17 


2 














11 


16 


6 


1 


4 











32 


15 


4 








30 














6 


10 


4 








4318 


_J_ 


2 


4318 


7 


2 



Partial Survey of 
next JSxercise. 



Cartage ... , 
Discount ... . 
Trade Expenses . 
Salaries ... . 
Rates 



249. There are features of the next exercise which also deserve some notice. 

1. In adopting a/cs observe how objects of expenditure 
are linked together. Item on the 3rd requires Wines to 
be linked with Spirits, and then item on the 24th 
requires Cigars to be linked with Wines and Spirits. 

2. Cash in C/B may be P/C, which will answer all 
purposes. 

3. No use to us here to credit "Visitors" as such with ** Receipts from 
Visitors." What caused these receipts? Sales to visitors of board and ac- 
commodation. The whole is on the footing of a ready-money transaction in 
which those sales produce the money. For brevity we may write ** Visitors 
A/c,** but with the meaning of sales to visitors. Similarly for a "Bar and 
Billiards A/c." The use of the word Sales for what is sold is in accordance with 
ordinary Ledger practice. 

4. For this exercise no call for either Invoice Book or Day Book — rather 
otherwise. After C/B only six diverse items left. Journalize all of them. 

5. No Trading A/c. 
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250. Exercise Ivi. 

FROM SOCIETY OF ARTS' ADVANCED, 1903. 

John Barleycorn purchased the Holly Tree Inn freehold promises, together 
with Furniture, Fittings, Wines and Spirits, and Provisions, &c., therein, and 
commenced business on Dec. 1st, 1902, as Hotel Proprietor. His capital con- 
sisted of £8,000 standing to his credit at the Town Bank, Limited. The following 
were his transactions during the month of December, when all money he received 
he paid into his Bank and (except where stated) he made all payments by 
Cheque :— 

1902. 
Dec. 1 . Executed conveyance of the Freehold Property, for which he paid 

£4,000. 
,, ,, Drew and cashed Cheque (for Petty Cash) £50. 
„ 3. Paid £950 for the Furniture and Fittings, £600 for the stock of 

Wines and Spirits, and £80 for the stock of Provisions, as per 

agreed valuation. 
,, 4. Bought Provisions from James Bacon (on credit) for £121. bs, 
,, 5. Bought Groceries for £3. 9«. %d. (Petty Cash). 
„ 8. Bought Cigars from John Wilkinson (on credit) for £48. 10«. 
,, „ Paid Servants' Wages £10. 10«. 6rf. (Petty Cash). 
,, 10. Banked £29. \s. &d, r<?ceived from Visitors, and £38. Is. 9rf. Bar 

and Billiard Room receipts. 
„ 15. Paid Servants' Wages, £10. 10». 6^. (Petty Cash). 
,, 17. Sent James Bacon Cheque in settlement of his Account, less 5% 

Discount allowed. 
„ ,, Banked £41. 8«. 4^. received from Visitors, and £49. 10». from Bar 

and Billiard Room. 
,, 18. Paid Poor Rate, £12. 8*. 

,, 19. Changed a Visitor's £10 Cheque and paid same into B»*nk. 
„ 20. Bought two new Carpets from Turkey & Co. for £24 (on credit). 
„ „ Paid Servants' Wages, £10. 10«. 6rf. (Petty Cash). 
„ 23. Gave John. Wilkinson Cheque in settlement of his Account, less 

10 % Discount. 
,, ,, Drew and C£whed Cheque (for Petty Cash), £25. 
,, ,, Withdrew £25 from Bank for private purposes. 
,, ,, Distributed £10 (Petty Cash) as Christmas Boxes. 
„ 24. Banked £63. 2s. 8^. received from Visitors, and £65. 2«. M. from 

Bar and Billiard Room. 
,,• ,, Bought from Phiz & Co., a Case of 3 doz. Champagne at 70*. per 

dozen (on credit). 
,, ,, Sold Wines and Cigars to Mr. George Ash for £10. 10». (on credit). 
„ 29. Paid Servants' Wages, £10. 10*. M. (Petty Cash). 
„ 30. Received Cheque from Mr. George Ash, in settlement of his 

Account, less 5 % Discount. 
,, 31. Banked £45. 3*. received from Visitors, and £70. 4*. 2d. from Bar 

and Billiard Room. 
,, ,, Returned one Carpet (£10) to Messrs. Turkey & Co., not being to 

order. 
,, ,, Paid Manager's Salary, £10. 

Pass the above transactions through the proper books to the Ledger ; balance 
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the accounts as on the 31st Decemher, 1902 ; bring down the balances, and 
extract a Trial Balance. 

N.B. — No Profit and Loss Account or Balance Sheet to be raised. 



251. For test purposes. 



TRIAL BALANCE. 



Capital 

CashatBdnk 

Petty Cash 

Freehold Premises . . . 
Furniture and Fittings 

Turkey & Co 

Phiz & Co 

Barleycorn* 8 Current A/c . 

Wines, &c 

Provisions 

Visitors 

Bar and Billiards 



Salaries 

Kates 

Trade Expenses ... 
Discount 





£ 


s. 


d. 




, 2510 


8 


8 




9 


8 


6 




I 4000 










964 










25 








... ! 648 


10 





... , 204 


14 


6 


••• ,i 

... ', 42 


2 





10 








... 1 12 


« 





;;; 


10 










8436 


11 


8 



£ 
8000 



14 

10 I 10 



178 15 
222 , 18 



I 10 



8 ' 8436 1 11 



d. 
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CHAPTEE XXV. 



COEEELATION OF ACCOUNTS IN TRANSFERS AND 
TRANSMUTATIONS. TRUE FUNCTIONS AND NAMES 
OF SERVICE ACCOUNTS. 

252. In the investigation to which this chapter is devoted we 

have chiefly in view the elucidation of certain 

new procedure which it is desirable to take in 

ject of lapter, ^^nd next. At the same time it is hoped to 

make some of the ground more secure which 

has already been gone over. 

253. The transactions posted in a Ledger really fall into two 

distinct classes as regards the manner in which 

Correlation of they are assumed to be performed. We have 

Transfer ettce. already referred to this fact (Art. 23), but 

fuller consideration will now be given to it, 

together with some little recapitulation. The first of these classes is 

the simple transfer. 

Def. — A transfer is a single transaction by which one a/c delivers 
and another receives the same thing. 

Suppose G to stand for Goods A/c, G ^> P 

P for the a/c of a person to whom we Fig. l. 

send goods ordered by him. Fig. 1 

may be taken to represent this transfer. We may similarly represent 

any other transfer. 

The a/cs G and P thus shown have a mutual although opposite 
relationship. In every other transfer there is a relationship of 
precisely the same kind. Such a relationship between two things is 

Digitized by V^OOQIC 



COEEELATION OF ACCOimTS IN TEANSFEBS AND TBANSMUTATIONS. 205 

an example of cancelation, and the two things themselves are called 
correlatives to one another. 

There are various kinds of correlation, and that between deliverer 
and receiver in a simple transfer we 
may call the correlation of transfer*- q 

«^*^- . Tig 2 

If Fig. 2 represent payment for the 

same goods, it affords another example of correlation of transference. 

Here the correlatives are P and (7, the Cash A/c. 

254. We may take for granted that the Ledger should be con- 

sistent in the relations of its a/cs to one 
jposting and Signifi- another, and should also record actual facts 
cance of a Transfer, with truth and significance. On these grounds 
we conclude as follows : — 
In the Ledger records of a simple transfer, 

(1) Each posting should state that the a/c in which it occurs is 

Dr. to or Cr. by the correlative to it ; 

(2) The two postings, although in different a/cs, represent the 

same thing. 

From (2) it follows that, if P is the a/c of a firm which sells us 
goods, the Cr. side of it will in general represent deliveries of goods 
direct to our Goods A/c. Their values are measured in £ s. d., and 
will have to be met in money, but they are not money themselves. 

Each item on the Dr. side of the same a/c will represent money 
transferred direct from one of our money a/cs. 

On the other hand, if P is the a/c of a firm which buys goods 
from us, the converse of the foregoing statements will hold. 

A little consideration of personal a/cs will show that, as regards 
the bulk of their items, one side of each represents goods and the 
other side represents money. 

It may be taken as self-evident that both sides of a money a/c 
represent real money, and both sides of a goods a/c represent goods, 
their measures being given in money. 

255. Now consider a pu/rchase of goods y<w cash. 

In Fig. 3, let C be Cash A/c, G Goods A/c, 
Tranamutation ^^^ ^ be the intermediary who receives cash 
Transactions, from C and dbout the same time delivers goods 

of assumed equal value to G, 
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If an a/c for / be debited for the receipt, and credited for the 
delivery, the values 

thus posted would ^j^ 

be equal and cancel ^^^^^ -.^^ ^ 

one another ait once. ^'^^ ^^^^ ^"^--^^i^^^ 

We therefore usu- 
ally consider them 
to be needless and 
suppress them; and 
for that purpose 
replace the two actual transfers of the purchase by an assumed single 
transfer which is taken to be direct between G and G (Art. 23). 

But it is not a case of compounding them into a simple transfer 
similar to each of them. 

What we obtain is a transfer from one a/c to the other, and also a 
mutation or change of nature on the way. Value goes out from G in 
the form of cash, but it is not cash when it reaches G, It has become 
goods then. This is an example of a new class of transaction, which 
may now be defined. 

Def, — A trarismutation between two a/cs is an assumed transaction 
by which something delivered by the one a/c is changed to something 
else of equal value and then received by the other a/c. 

A transmutation may still be regarded as a sort of resultant 
of two real and simultaneous transfers. It may be represented 
by the direct horizontal broken line of Fig. 3, in the interval of 
which the student 

goods 



the 
to 



may imagine 
transmutation 
take place. 

Fig. 4 represents 
a cash scde ; and 
its further interpre- 
tation may be left 
as an exercise. 




Fig. 4. 



256. For posting purposes we must not regard a transmutation as 

an exchange. It is not at present a question of 

Coi-reiation of what happens between the firm and the outsider 

Transmutation. who has been passed over, but what is assumed 

to happen between two Ledger a/cs. 
The firm does deliver one thing and receives another in exchange ; 
but the exchange is between the firm and the outsider. What we 
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have to record is that one Ledger a/c dehvers something which catises 
something equivalent but different to be received by another a/c. 

Now this latter fact, that the delivery by the one a/c is the cattse 
of the reception by the other, enables us still to say, although in a 
new sense, that the two a/cs of a transmutation are correlative. 

We thus arrive at a correlation of transmutation, and the following 
conclusions in regard to it will now be obvious : — 

In the Ledger records of a transmutation, 

(1) Each posting should state that the a/c in which it occurs is 

Dr. to or Cr. by the correlative to it ; 

(2) The two postings in different a/cs represent things which 

are different but at the same time are equivalents of 
each other. 

257. We have now to consider the two pairs of conclusions which 

we have drawn in regard to transfers and 
Two hinds of Trans- transmutations. 

actions only. But first we. may observe that we shall find 

no other sorts of transactions to record in our 
books than transfers and transmutations. Such as are inventions for 
the moving of balances, &c., in book-keeping operations are expressly 
framed so that they may be classed with and treated like transfers. 

258. Observe again the first conclusion for transfers (Art. 242) 

and for transmutations (Art. 244). From 

Fundamental jRuie these we draw the inference that the rule of 

Justified, journalizing (and therefore of posting) which 

we have previously given is perfectly general, 

namely. 

The Receiving Ajc is Dr. to the Delivering Ale, 
This supplies one reason for treating it as fundamental to the 
whole subject of correlative Double Entry. 

Note. — Instead of a correlative a/c it is not uncommon to find a posting of 
simple narration. If this is given so as also to indicate clearly the correlative 
a/c, it may be sometimes useful. But the student would do well to avoid the 
practice in his own work. 

259. The second conclusion for transfers and that for transmuta- 

tions are not the same. The former may be 

Second Conclusions l^^t for the present, but with the aid of the 

differ, latter we shall proceed to draw some useful 

inferences with regard to the nature of service 

a/cs. Transactions involving these a/cs are mostly examples of 

transmutations. 
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Items of Service Ajca 
are not Money, 



Before proceeding further, the student should review what has 
already been said in Arts. 28, 37, 38. 

260. A cursory view of the accounts of a Ledger shows that the 
value of everything posted is measured in 
£ 8. d. This characteristic is essential to the 
whole subject, but it has, no doubt, a tendency 
to foster an idea that all the items recorded are 
of the nature of money. That tendency requires to be guarded 
against. 

Some of the items are, of course, real money, but many are not. 
It is easy to see that Goods A/c has no real money items ; yet every 
item of " stock " received, delivered, or in hand is measured in money. 
The real nature of items of service a/cs is not so easily discerned. 
This is partly, no doubt, from the fact that they are not tangible, as 
we have so often noticed. But it is also partly because most of them, 
as will be shown, have a suppressed intermediary and so are trans- 
mutations. 

For both these reasons the tendency above referred to may be said 
to have almost free scope, which probably accounts for the con- 
spicuous but unfortunate readiness with which values posted in 
service a/cs are accepted as pecuniary losses m* gains. As a matter of 
fact, we have now to render it clear that service a/cs do not deal in 
money at all. Investigations, with the aid of diagrams, of a few 
leading sorts of service items will be sufficient for this purpose, and 
will illustrate other statements also of this article. 



261. To begin with, what is represented by an item of " Wages'' 
A/c? Let C be Cash A/c, W the so-called 

wagee Ajc has Wages A/c, and let / be intermediary workmen 

charge of Worh. who receive cash as wages. What do they give 
as the equivalent? They give woo*k, and that 
is what is recorded in the Wages A/c. In book-keeping they are 
assumed to give 
this about the same 
time ; and there- 
fore we reduce it 
to a transmutation 
between C and W 
as represented. 

Now the 
item of wages is 
the payment which comes from G but does not go beyond /, yet its 
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amount appears in TT as a measure of the correlative item work. 
This explains, no doubt, how the name " Wages A/c ^' arises, and it 
may even be said to indicate indirectly the nature of the a/c. Still it 
is fair to say if the title were Work A/c it would signify the truth 
better. 

However intangible Work may be it is both useful and valuable, 
and there should be no necessary connection assumed between it and 
the idea of loss. It is therefore useful at times to think of Wages 
A/c as Work A/c with mea^sures in wages paid by Cash A/c. 



262. What is the real nature of an item of " Trade Charges " A/c? 
A similar train of reasoning will answer here, 
and we may leave most of it to Diagram 6. 

A trade charge is really a payment of money 
to some intermediary who provides for it some 
business. Hence 2\C., the Trade Charges A/c, 



Function of 
Trade Charges A/c. 



facility or aid for the 
is really a 
Trade Aid A/c, 
and hence, as 
before, the 
name of the 
a/c does not 
directly repre- 
sent fact. 




Fig. 6. 



263. What is an item of Eent A/c ? This may also be sufficiently 
elucidated by the diagram (Eig. 7), in which, 
Function of for a change, we suppose Bank to find money. 

Ment A/c. rj\^Q intermediary is Z, the landlord, who per- 

mits occupation and use of premises, &c., and 
this is received by " Eent A/c.'' But rent itself is really the cheque 
which L takes 
care of — not 
E, Hence, 
after the man- 
ner of previous 
examples, we 
have a Eent 

A/c which Fig. 7. 

neither deliv- 
ers nor receives rent. If it were to do so, we should pay rent from 
one a/c and get it back in another a/c. 



occupation 




chetfue 



occupation 
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2M. What is signified by an item of Bank Charges A/c? This little pro- 
blem is left to the student, but, as it is not so simple as 
it may look, a hint or two will be given. 
Bank Charges, Bank A/c is a/c of Cash at Bank, and not of Bank 

itself. Bank is virtually cashier in charge and, like 
other cashiers, pays itself out of the cash in its 
care. It calls some items of its pay Bank Charges, and we keep an a/c for 
Bank Charges. 

Show both transfers and intermediary in a diagram by which Bank A/c 
delivers Cash and Bank delivers Service. Determine what Bank Charges A/c 
receives, and show transmutation which delivers it. 

265. For another exercise the student should copy the first column of the 
following table and both headings, and then write out 
in the second column a few words opposite each title in 
the first, expressing his view of the function of the 
a/c to which it belongs. He might then compare with 
the second column in the book. His explanations 

might, of course, be quite correct without being expressed after the manner of 

the book. 



Exereisea on JFunc- 

tions of 

Service AJcn, 



Title op A/c. 


What the A/c receives. 




Wages 

Salaries 

Trade Charges 


Work done in exchange for wages. 
Aids or facilities in trading. 




Office Expenses 

Rent 

Interest 


Help in keeping accounts. 
Occupation and use of premises, &c. 
Use of money. 




Commission ... 
Bank Charges 

Rates 

Taxes 


Bargaining work. 
Services rendered by Bank. 
Local authority helps. 
General Government protection. 




Depreciation ... 
Repairs 

Discount 

Bad Debts ... 


Wear and tear, or usage. 
Restoration. 


bad 


Promptness. 

(Difficult, but, making the best of a 
case, say) Warnings. 



2ifote. — Depreciation is a transfer of potential use from a form of Fixed Capital 
to a Service A/c. Repairs may be considered a transmutation from Cash which 
restores the same. 

265. It is important to observe that Discounts and Bad Debts do not fall into 
the same class with the others of the list. They are 
simple, but artificial, transfers between a/cs, and are 
^m^^nebts!^ adopted for the purpose, not of recording certain facts 

directly, but of recording them in such a way as to 
enable the book-keeper to keep his books free from 
changes or corrections of an awkward and dangerous nature. 
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As it is common agreement to deal with them in an artificial manner, it is 
only in accord therewith to assign to each a more or less imaginary r6le» ^ We 
are merely called npon to see that the one helps the other and is consistent 
with fact. 



266. It is sometimes important to be able to separate readily Drs. from Grs. 
in a given list of Balances of A/cs. The principles of 
the present chapter afford rational aid in such a case, 
where generally mere arbitrary rule is relied upon. 
As some practice in this direction let the student con- 
tinue the following table for the names of a/cs which 



To distinguish Dr, 
Balances from Cr, 



follow it. 



The balance of 


Will be Dr. 


Wages A/c 
Interest A/c 


not because it delivers wages, 
but because it receives work ; 
not because it delivers payments of interest, 
but because it receives that use of money which 
is paid for. 



Rent Payable ; Bates ; Trade Charges ; Kepairs. 

267. Suppose a transfer occurs alone which is usually accompanied by a 

payment and forms with it a ready-money transaction 

or transmutation. Thus, assume that in Figs. 5, 6, 7 

A/cs Outstanding, of this chapter the payments to I and L fail to occur 

till too late to form transmutations with the deliveries 

from I and X. To observe the effect clearly copy those 

figures, and then cross out the transmutations and the payments. There will 

only be deliveries from / and L left to be recorded. To record them we shall 

require a/cs for I and L. If they have none, we call them A/cs Outstanding, 

and have two ways of dealing with them. One is to set up a/cs for them. 

This plan has been illustrated in one case in the last chapter. 

As, however, several such a/cs may be wanted, and none for long, we may 
find it more convenient to adopt one a/c to stand for all of them. This we 
should call the "A/cs Outstandmg A/c,'* or, for brevity, the "Outstand- 
ings A/c.*' 

Because of the variety of postings which may occur in this a/c they are best 
passed through the Journal, which gives opportunities of narration which may 
be necessary for explanations as to circumstances of one or more cases. 

Suppose Wages of £40 are due and unpaid in Fig. 5, Charges of £10 in 
6, and Rent of £30 in 7, we might journalize thus : — 
Wages Dr. £40 

Trade Charges ,, 10 

Rent Payable ,, 30 

To A/cs Outstanding £80 

for amounts unpaid at balancing. 

Unless entries have passed through the Journal do not classify them as 
Sundries when posting. 
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Bent Receivable 
unpaid. 



268. The examples giyen are all of outstanding credits. As an example of 
an outstanding debit we may take the case of Rent 
Recrnvable due and unpaid at balancing. 

Lot H be Rent Receivable A/c. By the usual con- 
trariness of this part of the subject £ receives nothing, 
and delivers, not rent, but occupation to S, the sub- 
tenant, say, who delivers rent to Cash A/c C, 

If the rent be 
too late for bal- 
ancing operations, 
we must cross out 
all but delivery to 
S, whi(!h then be- 
comes an a/c out- 
standiag, which 
may be debited to 
Outstandings A/c. 




occupation 



Fig. 8. 



269. Diagrams like those of this chapter may be sometimes utilized in cases 
of doubt as to what is the correlative to a given a/c. 
Such cases often arise from the terseness of phrase which 

Corr^aUm ^/c. ^^ properly characteristic of the subject ; but which is 

unfortunately apt to degenerate into looseness and 
consequent ambiguity. 

It may clear obscurity away from Note 3, Art. 249, and answer two purposes 
at once, if we utilize the question considered therein as a little problem to be 
solved by aid of a diagram. 

We may state it thus : — Given a total only of hotel receipts from visitors, 
required the accounts to deal with it. 

As we have a transfer from visitors but no record of a transfer to them — no 
*' hotel bills," debits, balances down, &c. — a Visitors A/c would be incomplete 
and useless. Hence we infer the transfer belongs to Visitors as a suppressed 
intermediary in what is to be treated as a ready-money transaction or trans- 
mutation. The prominent occurrence of the title ** Visitors" tends to lead us 
away from this conclusion, but we proceed to test whether it is not consistent 
with a rational explanation of the facts. 

Put V for Visitors as 
the intermediate party, ^^^ 

and complete the dia- 
gram as shown. We 
have to determine X 
and r. 

Y being easy, settle 
that first. It stands for 
what V delivers. There- 
fore r is Cash (or Cash 
at Bank A/c). 

What do F receive? Board, accommodation, &c 




Fig. 9. 



What a/c delivers these ? 
They are really the things sold in an hotel ; and in the Ledger we use Sales as a 
general name for what we sell. Hence X may be taken as Sales A/c, which is 
often one of the chief branches of a Goods or Trading A/c. 
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It follows that we may journalize thus :— 

Cash A/c Dr. to Sales A/c. 

But we may choose to put ** Visitors* Payments A/c " as the title of a Branch 
Sales A/c. On that condition alone we may say- 
Cash A/c Dr. to Visitors* Payments A/c. 

For Sales A/c may he put Goods or Trading A/c, hut the latter is better 
treated as a summary one along with P. & L. 

The adoption of Branch Sales A/cs has the useful effect of ** analysing," to 
any desired extent, the Cr. side of Trading A/c. Similar analysis can, ol 
course, he effected for purchases on the Dr. side of the same a/c. 

270. The reader may here he reminded that, although discussions like those 

of the present chapter necessarily occupy much space 
The profit ^^ print, the mental operations referred to take hut 

of Rational Study little time, and, in any case, the mental training in- 
of the Subject, yolved is the best of all routes to accuracy and celerity 

of work. 
From some of the conclusions we have been led to, it must appear tbat Book- 
keeping, as a subject of study, suffers considerably from the shortcomings of 
some of its names and phrases. The same sort of thing, however, happens in 
other subjects, and always provides difficulties which one must deal with as 
best one can. 

Improvement in naming is generally not easy to accomplish, but the diffusion 
of clear knowledge of a subject is an important aid thereto. 

271. Exercise Ivii. 

1. Investigate, by means of a diagram, the nature of a value debited to 
Insurance A/c. 

2. Show how to make an adjustment at balancing for £10 Insurance due and 
unpaid. 

3. Adjust the Insurance A/c at balancing for a yearns payment of £60 
Insurance which has still five months to run. 

i. Interest A/c is sometimes to be debited with the interest due at balancing 
when it is still unpaid. Is the statement true? If not, say what is really 
signified by the entry referred to. 

5. Supposing a sum be paid as Commission, and journalized as a ready-money 
transaction, illustrate by a diagram how the Journal entry is arrived at, and 
what the debit and credit of the resulting posting will represent. 
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LEDGER WITH TRADINa ACCOUNT. "ADJUSTMENTS" 
AT BALANCING. 

Cambridge Local Senior Papers. 

. 272. Hitherto we have dealt with the books of a merchant whose 
transactions are of a simple character, mainly 
confined to collecting from certain quarters by 

Mereanti e Ledger, pu^ehase, and distributing in other quarters by 
sales, usually in smaller quantities. Service 

expenses have consequently been small in comparison with values of 

goods which pass through the house. A Ledger for such conditions 

may be called a Mercantile Ledger. 

The leading characteristic of a Mercantile Ledger is a separate A/c 

for goods alone. 

273. Of course varieties of business are many, and we need to 
consider other types. The traffic of a firm may 
be such that some items of service, like wages, 
r ng e ger, carriage, &c., become important, even in com- 
parison with the values of the purchases and 
sales. They will then be sure to fluctuate materially with the state 
of trade more than others, such as office and management expenses, 
taxes, insurance, &c. 

In such cases it is appropriate to remove these heavy and fluctuating 
items from P. & L. A/c and annex them to the Goods A/c. If this 
be done, we also change the name of the Goods A/c to Trading A/c. 

Trading A/cs often arise also from the goods being passed through 
modifying processes by the firm without being re-manufactured into 
new kinds. As a consequence it is usual in Trading A/cs to assign 
separate A/cs to Purchases and Sales. We may describe a Trading 
A/c as follows : — 

A Trading A/c has charge of goods and also of any service a/cs 
which are rendered heavy through the nature of the treatment of 
the goods, or of the traffic in them, or of both. 

We still carry its balance of goods in hand down as Stock Bakmce^ 
and its balance of a/c to P. & L. as gross gain or loss. 
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274. Trading A/cs have a wide range. It is necessary to specially 

notice one important variety; which may be 
Trading called a Trading Manufacturing A/c, or, for 

^'^'xfSS*^.*^"^ brevity, a Manufacturing A/c. 

The name should explain itself. It is 
evidently suited to a business whose sales are entirely different from 
its purchases. The former will consist of manufactured goods, and 
the latter of the materials which compose those goods or aid in their 
manufacture. " Stocks '' will include both kinds of materials ; and 
the purchases of the Stock will often be given analysed or divided 
into sorts. This analysis, in fact, will usually indicate the nature of 
the A/c. 

275. The selection of the Service A/cs to he annexed to the Trading A/c is 

generally easy to make, hut not always. In the latter 
case the student can only practi&e his hest judgment. 

TrwdirMA/eg ^® ^^^^ " *^**^ *^® °""^® Trading A/c may he 

^ * reasonahly applied to the Goods A/c taken together 

with all the Service A/cs; as they all affect or are 
affected hy the trading. 

The value of the separation into two divisions lies in the fact that those a/cs 
which fluctuate most, and which therefore require most watching hy the 
management, are hrought together for special observation apart from the rest. 
As some aid to the student it is common to use 

Production Costs (requirements, rather) for subsidiary Trading A/cs, and 
Establishment Costs (requirements) for a/cs left to P. & L. 

276. The conditions stated with the exercises of this chapter would be ful- 

filled by adopting a Goods A/c. But the Wages item in 

each is large, and we can make them very useful as 

Survey of Exercise, simple introductory practice in the use of a Trading 

Ledger. 

Heading through the next exercise and its directions, 

we note — 

1. Sales and Purchases are very few ; Cash is all at Bank, and there are no 
Discounts ; so we may pass over Auxiliary Books. Open the Ledger direct, but 
a young student had better journalize the transactions as well as transfer after. 

2. Partners* drawings are from Cash, of course, but, being Salary, they pass 
afterwards through P. & L. The result would be the same if they were treated 
simply as drawings, because they and shares of P. & L. are equal. But we 
have to learn a general^ not an exceptional, procedure. 

3. T/B is before P. & L. ; so set up a Salaries A/c. 

4. The adjustments are to be taken before T/B : they sometimes follow. 
These adjustments are entries at balancing apart from the business routine, and 
made after the business routine has been all recorded. 

Note. — After next exercise enough solution is g^ven to cover all points which 
are in any way new. 
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277. Exercise Mli. 

CAMBRIDGE LOCAL SENIORS. 
Dbcbmbbr 17, 1904. 2 hours. 
Moore & Watson are Partners on the following terms : — 

1. Each to receive 5 % on the amount of his Capital in the husiness. 

2. Each to draw £20 a month as Partnership Salary ; no further sums to be 
drawn from the business until the Profit and Loss is ascertained at the end of 
the year. 

3. Depreciation of Plant and Machinery to be reckoned at 10 %. 

4. The net Profit or Loss to be shared equally by the Partners. 

On Dec. 31, 1902, the Plant and Machinery are valued at £1400, Stock in 
hand at £2730 ; Moore's share of Capital is £4000, Watson's share is £3000. 

On Nov. 30, 1903, the Ledger of the firm shows the following balances : — 

Dr. Cr. 

£ £ 

Moore (Capital A/c as on Jan. 1) 4000 

Watson (Capital A/c as on Jan. 1) 3000 

Moore (Current A/c, see Clause 2) *i20 

Watson (Current A/c, see Clause 2) 220 

Purchases 3636 

Sales 1939 

Bills Payable 264 

Taylor & Co 148 

King& Co 242 

Allan &Co 135 

Wages 863 

Office Expenses 115 

Cash at Bank 248 

Plant and Machinery (as on Jan. 1 ) 1 400 

Stock (as on Jan. 1) 2730 

9580 9580 

Open the Ledger with the above balances, and post the following transac- 
tions : — £ 

Dec. 1. Sold Gk)od8 to Taylor & Co 143 

,, 6. Sold Gk)od8 for Cash 88 

,, 7. Bank paid Bill Payable, due to-day 100 

, , 10. Received Cheque from Taylor & Co 200 

,, 14. Bought Goods from Allan & Co 35 

,, 17. Accepted King & Co.'s Draft for £200 200 

„ 21. Sold Gk>od8 to Taylor & Co 76 

„ 31. Paid Wages 70 

Paid Office Expenses 11 

All payments are made by cheques, and all amounts received are paid into the 
Bank upon receipt. Stock in hand on Dec. 31, 1903, is valued at £5000. 

After entering the transactions, make the adjustments required under the 
Partnership Clauses 1, 2, and 3. Balance the Books and prepare a Trial 
Balance. Make out a P. & L. A/c« and transfer to the Partners' Current A/cs 
their shares of the profit or loss ; and prepare a Balance Sheet, 
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278. Portions of Solution for test and partial indication of method, 

JOTJRNA.L. 







£ 


£ 


Dec. 31 


Wages Dr. 


70 






Office Expenses ,, 


11 






To Bank 




81 


>) it 


Moore's Current A/c Dr. 


20 






Watson' s Current A/c , , 


20 






To Bank 




40 




Adjustments. 






yy t» 


Interest A/c Dr. 


350 






To Moore's Current A/c 




200 




,, Watson's Current A/c 
Salaries A/c Dr. 




150 


)) tf 


480 






To Moore*8 Current A/c 




240 




,, Watson's Current A/c 




240 


iy ti 


Depreciation A/c Dr. 


140 






To Plant and Machinery 




140 




TUANSFERS TO TRADING A/c. 






>> »» 


Trading A/c Dr. 


4604 






To Purchases 




3671 




„ Wages 




933 


»» »» 


Sales A/c Dr. 


2246 






To Trading A/c 




2246 




(Rememher here the valuation of Stock 








at this date.) 








Transfers to P. & L. A/c. 






>» )) 


P. & L. A/c Dr. 


1184 






To Trading A/c 




88 




,, Office Expenses 




126 




,, Interest 




350 




,, Salaries 




480 




,, Depreciation 




140 




Transfers to Partners' Current A/cs. 




1 


J> >> 


Moore's Current A/c Dr. 


592 


1 




Watson's Current A/c „ 


592 






To P. & L. 




1184 




For shares of Loss. 








Transfer to Capital A/cs. 






91 t) 


Moore's Capital A/c Dr. 


392 






To Moore's Current A/c 




392 




Watson's Capital A/c Dr. 
To Watson's Current A/c 


442 








442 
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TEIAL BALANCE. 

Debits. Credits. 





^ i 


£ 


Moore's Capital 

Watson's Cfapital 


1 


4000 




3000 


Moore's Current A/c 




200 


Watson's Current A/c 




150 


CashatBank 


315 




BiUsP'ble 


i 


364 


Plant and Machinery 


1260 




Taylor & Co. 


167 




King & Co 




42 


Allan & Co 




170 


Purchases 


3671 




Sales 




2246 


Wages 


933 




Office Expenses 


126 




Interest 


350 




Salaries • 


480 




Depreciation 


140 




Trading A/c 


2730 


• 




10172 1 


10172 



Dr. 



Profit 



Dec. 31 



To Trading A/c... 
,, Office Expenses 
„ Interest 

,, Salaries 

,, Depreciation 



AND Loss. 



Cr. 



1 ^ 








je 


1 88 


Dec. 


31 


By Moore's C. A/c ... 


692 


126 


»> 


it 


„ Watson's C. A/c... 


692 


350 








480 




/ 




140 




/ 

















Balance 


Sheet. 




Liabilities. 


Assets. 


To Creditors- 
King & Co 

Allan & Co 

Bills P'ble 


£ 

42 
170 
364 


£ 

576 
6166 


CashatBank 

Debtor- 
Taylor & Co 

Plant and Machinery 

Stock on hand 


£ 
315 

167 
1260 
5000 


Moore's Capital 

Watson's Capital 


3608 
2558 












6742 


, 6742 
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279. There is little call for remark in regard to the next exercise. 

Two ** adjustments " are therein referred to, in place 

of the three of last exercise. On looking at the last 

Hints Oft netaUs, ** transaction'* given it will he seen this is a mere 

matter of form ; which is often the case in other parts 

of the suhject. 

A variation of practice which is recommended for hoth the remaining exercises 

of this chapter is to perform the whole of the work after T/B from the T/B 

itself. 

With this in view note the vertical hrackets of the next T/B, and then trace 
how the following procedure gives the results in succession : — 

1. Open Trading A/c with its debit from T/B; post other balances above, 
and Stock on hand last. Then take balance and transfer it to P. & L. 

2. P. & L. being thus opened, post balances from its bracket on T/B. Then 
balance the a/c, and divide between 0. A/cs. 

3. Post Bal/S with balances in bracket on T/B and Stock on hand. Then 
for each partner add two balances on T/B to share of P. & L., and post in 
Bal/S. Bal/S should then close itself. 

280. Exercise lix. 

CAMBRIDaE LOCAL SENIORS. December 16, 1904. 2 hours. 

Hall & Brown are Partners on the following terms : — 

1 . Each to receive 5 % on the amount of his Capital in the business. 

2. Each to draw £30 a month as Partnership Salary ; no further sums to be 
drawn from the business until the Profit and Loss is ascertained at the end of 
the year. 

3. Depreciation of Plant and Machinery to be reckoned at 10 %. 

4. The net Profit or Loss to be shared equally by the Partners. 

On Dec. 31, 1902, the Plant and Machinery are valued at £2500, Stock in 
hand at £5530 ; Hall's share of Capital is £5000, Brown's share is £3000. 

On Nov. 30, 1903, the Ledger of the firm shows the following balances: — 

Dr.— £ Cr.— £ 

flail (Capital A/c as on Jan. I) 5000 

Brown (Capital A/c as on Jan. 1) 3000 

Hall (Current A/c, see clause 2) 330 

Brown (Current A/c, see clause 2) ....T . 330 

Rogers & Co 214 

Smith&Co 136 

Johnson & Co 344 

Purchases 4149 

Sales 6541 

Wages .... 1246 

Office Expenses 225 

Bills Payable 260 

Bills Receivable 320 

CashatBank 265 

Plant and Machinery (as on Jan. 1) 2500 

Stock (as on Jan. 1) 5430 

15145 15145 
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Open the Ledger with the above balances, and post the following transac- 
tions : — 

£ 

Dec. 1. Sold Goods to Smith & Co 126 

,, 4. Accepted Johnson & Co.'s Draft for £300 300 

,, 8. Sold Goods for Cash 65 

, , .10. Bank paid Bill Payable, due to-day 200 

„ 12. Rogers & Co., having been declared bankrupt, 
a first and final dividend of 5«. in the £ is 

paid. Payment received to-day 

,, 16. Received Cheque from Smith & Co 100 

„ 18. Cashed Bill Receivable 100 

,, 31. Paid Wages 115 

Hall and Brown draw their Partnership Salaries 

for the month 60 

All payments are made by Cheques and all amounts received are paid into the 
Bank upon receipt. Stock in hand on Dec. 31, 1903, is valued at £6000. 

After entering the transactions, make the Adjustments required under the 
Partnership Clauses 1 and 3. Balance the Books, and prepare a Trial Balance. 
Make out a Profit and Loss A/c, and transfer to the Partners' current accounts 
their shares of the Profit or Loss ; and prepare a Balance Sheet. 



281. Results of Solution, 



TRIAL BALANCE. 



Debits. 



Credits. 





£ 


s. 


1 ^ 


«. 


Hall's Capital 






5000 





Brown's Capital 






3000 





Hall's Current A/c 






250 





Brown* s Current A/c 






i 150 





/'Cash 


208 


10 








Bills R'ble 


220 









m 


Bills P'ble 






360 





I 


Plant 


2250 









Smith & Co 


161 









V Johnson & Co 1 






44 





g5 


(Purchases 


4149 









<\ 


Sales 






6731 





^ 


Wages 


1361 











f Office Expenses 


225 


a 






A 


Bad Debts 


160 


10 


i 




•a- 


Salaries 


720 





1 




^ 


Interest 


400 











Depreciation 


250 





1 




Trading A/c 


5430 













15535 





1 15535 
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Dr. Trading A/c. Cr. 



)eo. 


1 


>> 
>> 


31 

»» 



To Stock Bal. b/d ... 

,, Purchases 

,, Wages 

,, P. &L 



1 £ 




5430 


Dec. 31 


4149 


)) if 


1361 




; 1791 




Il2731 



By Sales 

,, Stock on hand ... 



£ 
6731 
6000 



12731 



Dr. 


Profit 




AND 


Loss. 


Cr. 








£ 18. 






£ 8, 


Dec.31 


To Office Expenses... 

„ Bad Debts 

,, Salaries 


225 
160 10 
720; 


Dec.31 


By Trading A/c ... 


1791 







,, Interest 


400 







1 








„ Depreciation 


250 















„ Hairs C. A/c 
















£17 15 














>» »> 


,,Brown'sC.A/c 

£17 15 


35 


10 




/ 

■ 

• 














1791 ' 


1791 






] 


Balance 




Sheet. 








Liabilities. 


Assets. 


■^1 £ 
Johnson & Co ... 1 

BillFble 

Capital— ' 

Hall 5267 

Brown 3167 


1 

15! 

151 


£ 
44 
360 

8435 





10 
10 


Cash 

Smith & Co 

Bills R'ble ... . 

Plant 

Stock 


:: ::: '::} 


£ 

208 

161 

220 

2250 

6000 


8, 
10 









1 
1 
i 






8839 


8839 


10 



282. Exercise Ix. 

CAMBftlDGE LOCAL SENIORS. 
December 18, 1903. 2 hours. 

Smith & Williams are Partners on the following terms : — 

1. Ea^h to receive 5 % on the amount of his Capital in the business. 

2. Each to draw £25 a month as Partnership Salary ; no further sums to be 
drawn from the business until the Profit and Loss is ascertained at the end of 
the year. 

3. Depreciation of Plant and Machinery to be reckoned at 10 %. 
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4. The net Profit or Loss to be shared equally by the Partners. 

On Dec. 31, 1901, the Plant and Machinery are valued at £2000, Stock in 
hand at £3910 ; Smith's share of Capital is £6000, Williams's share is £3000. 

On Nov. 30, 1902, the Ledger of the Firm shows the following balances : — 

Dr. Or. 

£ £ 

Smith (Capital A/c as on Jan. 1) 6000 

Williams (Capital A/c as on Jan. 1) 3000 

Smith (Current A/c, see clause 2) 275 

Williams (Current A/c, see clause 2) 275 

Purchases 8430 

Sales 7967 

Richardson & Ce 454 

Hill & Co 361 

Bowen & Co 589 

Wages 1248 

Cash at Bank 355 

Bills Payable 546 

Bills Receivable 895 

Office Expenses 351 

Plant and Machinery (as on Jan. 1) 2000 

Stock (as on Jan 1) 3910 

18328 18328 

Open the Ledger with the above balances, and post the followiug transac- 
tions : — 

£ 
Dec. 1. Paid Expenses on Consignment received from 

Hill & Co. for Sale on Commission 10 

,, 3. Cashed Bill Receivable for £350, the Bank 

charging Discount £7 343 

„ 5. Paid Hill & Co 361 

,, 8. Received Cheque from Bowen & Co 200 

,, 9. Sold Consignment received from Hill & Co. 

(on Dec. 1) 350 

„ 11. Bought Goods from Richardson & Co 167 

„ 16. Sent Hill & Co. Account for Consignment, 
showing Expenses (Dec. 1) £10, charg^g 
Commission £35, and enclosing Cheque for 

the balance 305 

„ 19. Bank paid Bill Payable, due to-day 250 

„ 27. Sold Goods by Auction 100 

,, 31. Paid Wages 110 

Smith & Williams each draw £25, Paitnership 

Salary 50 

All payments are made by Cheques and all amounts received are paid into the 
Bank upon receipt. Stock in hand on Dec. 31, 1902, is valued at £7920. 

After entering the transactions, make the Adjustments required under the 
Partnership Clauses 1 and 3. Balance the Books, and prepare a Trial Balance. 
Make out a Profit and Loss A/c, and transfer to the Partners* current accounts 
their shares of the Profit or Loss ; and prepare a Balance Sheet. 
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Results 08 Test, 



TRIAL BALANCE. 



Smith's Capital 
Williams's Capital. . . 
Smith's Current A/c 
Williams's Current A/c 

/Bank 

. B/R 

|Jb/p 

i2 Richardson & Co. 
Bowen & Co. ... 
V Plant and Machinery 
^f Purchases 

g^.-^ Sales 

S (Wages 

. /Office Expenses 
^(Commission ... 

o .J Discount 

^^1 Interest 

. Salaries 

\Depreciation ... 
. Trading A/c ... 





Dehits. 


Credits. 


1 


£ 


£ 
6000 
3000 

300 


te ... 

1 
1 

1 

1 

1 

i 


262 
545 

389 
1800 
8597 

1358 
351 

7 

460 

600 

200 

3910 


150 

296 
621 

8067 
35 




18469 


18469 



Dr. 



Profit 



AND Loss. 



Or. 



Dec.31 



To Office Expenses 

Discount 

Interest 

Salaries 

Depreciation ... 
Smith's C. A/c 

£274 10 
,, Williams's C.A/c 

£274 10 



£ 




351 


Dec.31 


7 


»> »> 


460 




600 




200 




549 




2157 



By Trading A/c 
,, Commission 
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Balancb 



Sheet. 



Dec. 1, 1902. 



LlABILITIEB. 


Assets. 


Bills Fble 

Richardson, Cr. 
Capital— Smith 

Williams... ^ 


£ 

6574 
3424 


8. 

10, 

10 


£ 

296 

621 

6674 


Cash at Bank 

Bills R'ble 

Bowen & Co., Dr 

Stock on hand 

Plant and Machinery 


£ 

262 

545 

389 

7920 

1800 








i 


10916 


10916 



CHAPTER XXVII. 



PEOVISIOJMS AND ADJUSTED BALANCE SHEETS. 
Civil Service Papers. 



284. We have already practised certain kinds of Entries, at the 

period of balancing, which help to render the 

Adjusted Balance Balance Sheet more approximately correct for 

Sheet. its special date than it otherwise would be. 

These include Depreciations, Outstanding A/cs, 

Forward Credits, and writing off the total debit of Bad Debts A/c. 

There are others with which we must make acquaintance. As a class 

they are posted after the T/B ; and, with care, with or without the 

aid of the Journal, they can be posted into the final Summary A/cs 

without passing through any other a/cs of the Ledger. 
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Thej are spoken of as adjustments of certain a/cs to which they 
belong; and are often posted into the Balance Sheet in close 
connexion with those a/cs. The Balance Sheet does not then give an 
exact representation of the balances as they would be shown in the 
Ledger ; and it would be well at such times to call it an Adjusted 
Balance Sheet. 

285. Among the items of the Bal/S are debts owing to us. If 

we cannot safely rely on all these being paid, 

Provisions for Bad we Consider what portion, usually in the form 

Debts and Discounts, of a percentage, is likely not to come in. 

P. & L. will have had the benefit of this 

portion being hitherto treated as sound ; and we therefore take the 

amount away again from that a/c and place it in a new a/c called 

Provision for Bad Debts or Bad Debts Eeserve. This is called 

providing for Bad Debts. 

Again, the remaining portion of Debt due to us will probably be 
further reduced by allowance of Discounts. We then provide for 
Discounts on Drs. in A/c by a further reduction. 

Provision may also be made for Discounts on Crs. in A/c ; or for 
Discounts which would probably be allowed to*us* The method 
would simply be converse to the last. 

There are other provisions not so common as these, but whose 
treatment is sufficiently similar not to need special description. 



We have spoken of taking away from P. & L. for these provisions, or 

minor reserves, as they may be termed. Bat this simple 

process deserves fuller description even at this stage. 

"Debiting P, A LJ> The bookkeeper's way of taking from profits, that 

is, from the Credit of P. &. L., is to " debit P. & L." 

for the amount he has to take. This debit simply 

neutralizes an equal credit; which answers his purpose better than one or more 

crossings out. But he debits P. & L. to some other a/o ; which tells where he 

is removing the amount to. If he is opening a Reserve A/c, it goes to the 

credit of that a/c. He has thus removed the sum he wants from credit of P. & L. 

to credit of the Reserve A/c. 

In doing this he has detached a portion of Capital f « r a special purpose ; for a 
credit of P. & L. is on its way to Capital, if not thus intercepted. Some 
reserves not yet mentioned are considered to be still branches of Capital put 
aside till wanted. Those we have mentioned are precisely similar so long as 
they exist; but they are soon to be used up in the realization of existing 
Personal A/cs, and are therefore placed in conjunction with the latter on an 
Adjusted Balance Sheet. 

In regard to Provision for Discounts on Debts due by us, that is, Cr. balances, 
we credit P. & L. A/c and debit the Reserve A/c created. The reason for this 
may be left for the student to discover. 
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287. The use we shall make of the provisions we have so far 

described upon the face of the Balance Sheet is 

Functions of apt to obscuTC their most important function. 

Provinions. By lessening the amount shown by P. & L. A/c 

as disposable for profit they restrain Capital 

from flowing out of the business ; and thus in a properly conducted 

concern it will be there if and when wanted. 

On the face of the Bal/S these reserves will be used to reduce the 
amounts of debts both ways to what it is estimated will actually be 
paid. This is a useful result to produce, but not likely to be so 
effective as the former one. 

288. A Bad Debts Eeserve need not be compounded with a Bad 

Debts A/c at the next balancing period. At 
Trpaunent of that time there are two or three ways of 
Bad j)*^s^B^erve at (j^iancing the two in conjunction. It brings 
about the same result in a simpler way to 
balance the Bad Debts A/c as usual with P. & L. direct, and then 
change the Eeserve A/c to the value required for next period by 
transference of the needful sum, if any, from or to P. & L. — also 
direct. 

289. Each Reserve A/c, like any other, has its debit or credit balance and 
also an appropriate place as such on. the Bal/S. 

It is a common practice to remove them and treat 

Scheme of them as simple adjustments of the a/cs in connexion 

Balance Sheet. ^.^ ^^^^ ^^^^ ^^ formed. Instead therefore of being 

positive on one side of the Bal/S they become negative 

on the other. 

It will illustrate the process referred to best to give next a scheme of a Balance 
Sheet OD which are shown nearly all the leading items which can occur thereon, 
in an order which may generally be adopted for the case of an ordinary business 
firm. The student will find it advantageous to practise with such a scheme 
until the general arransement of its piai» becomes familiar. The *' Adjust- 
ments'' are indicated by + or — prefixed ; which should be read as stated on 
the scheme. 
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891. The following exercise is so set that we may assume a simple Goods A/c 
as virtaally given in the Trial Baltince. The solution may therefore he on the 
hasis of a P. & L. A/c which takes in all the Service A/cs. 

Other notes on this chapter will follow the solutions or parts of solutions 
given ; as the student should now have acquired some power in drawing 
inferences for himself, and should prefer not to see any help till his own effort 
hasheen made. 

Exercise xli. 

FROM CIVIL SERVICE PAPERS, 1903. 

The following is the Trial Balance of Macdonald & Toung, at 31 si March, 
1903, and includes their transactions since 31st March, 1902 : — 

Dr. Or. 

£ £ 

Wm. Macdonald (Capital A/c) 8400 

John YouDg (Capital A/c) 4200 

Buildings 4000 

Plant and Machinery 2000 

Sundry Debtors 5900 

Sundry Creditors 1300 

Bills Receivable 360 

Bills Payable 160 

Orooda 8000 

Thus :— £ 

Stock at 31st March, 1902 5600 

Mat erials Purchased during year 1 1 000 

16600 
Sales during year 24600 

8000 

Wages 8600 

Bad and Doubtful Debts 260 

Freights 360 

CoalandGas 190 

Trade Charges 370 

Bank 180 

Cash 40 

Discount 220 

Taxes ...: 60 

222?;0 22230 

At 3l8t March, 1903 :— 

Wages amounting to £320 are due. 

5 % is to be written off the value of Buildings, Plant, and Machinery for 

depreciation. 
40 % is to be written off Bad and Doubtful Debts. 
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6 % Discount on Sundry Debtors is to be provided for. 
5 % Interest is to be allowed to Partners on their Capital. 
The net Profit is to be divided equally. 
The Gk>ods on hand are valued at £4,235. 

Frame the Journal Entries required to give effect to the foregoing adjustments 
and those required to frame a Profit and Loss Account. 

Frame a Profit and Loss Account for the year ending 3l8t March, 1903, and a 
Balance Sheet at 31st March, 1903. 

N.B. — ^Ledger Accounts are not required. 



298. Solfition of the Exercise as a Test, 

JOURNAL. 





Debits. 


Credits. 






£ 


£ 




Adjustments. 






Mar. 31 


Wages Dr. 


320 






To Outstanding A/c 




320 


>» >» 


Depreciation A/c Dr. 


300 






To Buildings 




200 




yj Plant and Machinery 




100 




Bad Debts Dr. 


100 






To Bad and Doubtful Debts 




100 


, 


P. & L. Dr. 


295 






To Provision for Di^. on Drs. 




295 




Interest Dr. 


630 






To W. Macdonald 


1 


420 




,, John Young 


i 


210 




Transpbrs to Propit and Loss. 








P. & L. Dr. 








To Wages 




8820 




„ Freights 




360 




„ Coal and Gas 


1 


190 




„ Trade Charges 




370 




,, Discount 




220 




„ Taxes 




60 




„ Depreciation 




300 




„ Bad Debts 




100 




, , Provision for Dis. on Drs. 




295 




„ Interest 


j 


630 


^ 


Goods A/c Dr. 


122:i5 1 






To P. & L. 


t 


12235 




(Being balance of Goods at T/B + Goods 


1 






on hand.) 
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Dr. 


Profit 


ANT) Loss. 


Or. 


1903. 




£ 


1903. 




£ 


Mar. 31 


To Wages 


8820 


Mar. 31 


Goods, gross gain ... 


12235 




„ Freights 


360 




1 






,, Coal and Gas ... 
,, Trade Charges... 

„ Discount 

„ Taxes 

„ Depreciation ... 
„ Bad Debts 


190 
370 
220 
50 
300 




/ 






100 




/ 






,, Provn. for Dis. 
on Drs 


296 




/ 






„ Interest 

„ W. Macdonald 
(half profit) ... 


630 
450 




/ 




>> »> 


jy John Young (half 
profit) 

i 


450 




j 
• 






12235 


12235 





Balance 
With 


Sheet. 
Adjustments. 






Liabilities. 


Assets. 


Bank 

Creditors in A /c 

BiUsFble 

Wages Outstanding 
Capital— 

W. Macdonald 

Add Interest 

„ Profit 


! ^ 

! 

8400 
420 
450 


£ 

180 

1300 

160 

320 

9270 

4860 

1 


Cash 

Debtors in A/c 

Less Provn. for Dis. ... 

Bad and Doubtful Debts 
Less Bad Debts 

Bills R»ble 

Goods on Hand 

Plant and Machinery ... 
Less Depreciation 

Buildings 

Less Depreciation 


£ 

5900 
295 


£ 
40 

6606 

150 

350 

4235 

1900 


250 
100 


2000 
100 


John Young 

Add Interest 

Profit 


4200 
210 
450 




4000 
200 


/ 




3800 


/ 




^ 1 


16080 


16080 



293. The solution given will solve at sight any difiiculty arising from new- 
ness of procedure, except, perhaps, the treatment of Bad 
and Doubtful Debts. This is g^ven as ordinary debit 
An Exceptional Ajc, of an a/c. Hence the Drs. in a/c have been in this case 
divided into two sets — sound and unsound. ** Writing 
off 40% " indicates we are to consider the latter still 
on trial to extent of 60 %. This is not the course usually adopted, but some- 
thing may be said for it. 
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If the student has aided himself by means of any Ledger A/cs, he should work 
the. exercise again till he sees his way to do without them. 

In the following exercise we have practice in forming a Manufacturing A/c. 
For this we select those items which are specially concerned with the Manu- 
facture of the Finished Goods. The remaining Service items go to P. & L. ; 
which also receives the balance of the Manufacturins: A/c under the name of 
Gross Gain. The choice of items is left to the judgment of the bookkeeper. 

Exercise ixU. 

FROM CIVIL SERVICE PAPERS, 1904. 

The following is the Trial Balance of Douglas & Gordon at 31st December, 
1903, and contains their transactions for year 1903. 

£ £ 

R. Douglas (Capital A/c) 11310 

R. Douglas (Current A/c) 320 

J. Gordon (Capital A/c) : 5400 

J. Gordon (Current A/c) 195 

Buildings 4250 

Machinery 8100 

Bank 1735 

Loan 2000 

Cash 29 

Bills Receivable 321 

Bill Payable 121 

Manufactured Goods : — 

Stock at 1.1.03 4136 

Sales during year 9216 

Materiala^used in Manufacturing : — 

Stockat 1.1.03 2332 

Purchases during year 3480 

Salaries and Wages at Works 2172 

Salaries and Wages at Counting House 650 

Coals used at Works 310 

Insurance of Works 50 

Taxes 172 

Discount 630 

Repairs 85 

Interest 204 

Stationery 28 

Sundry Debtors 3016 

Bad Debts 280 

Sundry Creditors 878 

30660 30660 

At Slst December 1903, the values of Stocks in hand were : — Manufactured 
Goods, £5120; Materials, £1892. 

Write 5 % off Machinery for depreciation. 

Crtdit Partners with 5 % Interest on their Capitals. 

pLvide Profit or Loss two- thirds to Douglas and oi^e-t third to Gordon, 
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Frame the Journal Entries required to g^ve effect to the foregoing adjustments, 
and those required to frame a Manufacturing Account and Profit and Loss 
Account. 

Frame a Manufacturing Account, and a Profit and Loss Account for year 1 903, 
and a Balance Sheet at 3l8t December, 1903. 

NoTB. — Ledger Accounts need not be shown. 



294. Partial Solution, 

Dr. MANUFACTURING 



Account. 



Or. 







£ 


£ 






£ 


; £ 


Dec 31 


To Manufd. Goods, 






Dec.31 


By Manufd. Goods, 




1 




Jan. 1 ... 




4136 




Sales 




9216 


9t tf 


„ Materials,8tock 


2332 




ft »> 


„ Stock, Goods... 


6120 


1 


>♦ >> 


„ „ Purchases 


3480 


5812 


' »> tt 


,, „ Materials 


1892 


! 

7012 


ft t» 


„ Salaries, &c. 






j 






(Works) 




2172 




1 






ff *J 


„ Coals 




310 




j 




1 


t» »l 


,, Insurance 

(Works) 




60 




' 




1 


>» 1> 


„ P. &L. Gain... 




3748 












16228 


16228 



Balance 



Sheet. 



Dec. 31, 1903. 



Liabilities. 



Baiik(Overdrafi).. 

Crs. in A/c 

Bills Fbie 

Loan 

Capital— 
K. Douglas... 
Add Interest 
.. Profit.. 



£ 
11310 
665i 
372i,| 



£ 

1736 
878 
121 

2000 



Less Drawings 

J. Gordon ... 6400 
Add Interest 270 
„ Profit.. 186^ 



Less Drawings 



12247^' 
320 



119.7J 



6856i 
195 



5661^ 



22323 



Asset.^. 



Cash 

Drs. in A/c 

Bills R'ble 

Stock, Manufd. Goods 
,, Materials... 

Machinery 

Less Depreciation 

Buildings 



6120 
1892 



8100 
406 



£ 

29 

3016 

321 



7012 



7695 
4250 



22323 
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CHAPTER XXVIII. 



EESEEVES. JOINT STOCK COMPANIES, LIMITED. 

Society of Arts, Chamber of Commerce, and Lancashire 
and Cheshire Institutes Papers. 

295. The Capital of a public Joint Stock Company is divided into 

equal parts (usually numerous) called " Shares," 

Joint stoeh ^.nd the Company consists of persons who own 

Companies. one or more of these Shares, and are therefore 

called " Shareholders." 
If the Company be a " limited " one, a holder of one Share at the 
commencement undertakes the responsibility of finding Capital, so 
far as required, up to a certain limited amount, but no further. If 
this amount is, say ^10, the Share is called a ".£10 Share." If the 
whole .£10 be contributed to the Capital, the Share is described as 
" fully paid " or " paid up." As a rule it would be paid by instal- 
ments, and in many cases the whole amount is never required. The 
first instalments are usually settled by the prospectus on which the 
Company is formed ; and later ones are said to be " called up " by the 
Directors or Managers of the Company, and are then spoken of as 
'* Calls." The whole amount paid up on all the Shares of the Company 
is called its "Share Capital." One person may hold many Shares, 
and he may sell them to others. 

296. The sketch just given of a trading Company is slight, but 

enough to suggest that it must have special 

nireetors features in the keeping of its a/cs. The only 

and Dividends, important change ror us, however, relates to 

the mode in which its profits are disposed of. 
As Shareholders are generally numerous, they cannot all be 
managers of the business. Hence very early in its affairs they elect 
a few as managers, who are usually termed " Directors." 
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At the end of a period of business or trade, if there be net profit 
in hand, as shown by the balancing of the a/cs, the Directors assign 
the whole, or as much of it as they think wise, to the various shares 
in equal parts. These equal parts are called " Dividends/' The profit 
is thus divided amongst the Shareholders, so far as it is used, in 
proportion to their respective numbers of Shares. 

297. After a Company has embarked on its career, the value of a 

Share, as a rule, soon begins to change from the 

Profit and Loss Aje amount which it costs at first. But this makes 

BauH^ei^down. 1^0 difference to the Company itself nor to the 

Capital which is obtained by it ; and the respons- 
ibility of Shareholders for portions of Shares not yet called up, if 
any, remains exactly the same as at first. 

For this reason, among others, profits of the business cannot be 
added directly to the Share Capital, as it might be in the case of a 
private firm. One important consequence is that a balance of profits 
not specially disposed of at the balancing of the books will remain 
with the P. & L. A/c, and be carried forward in the same a/c to the 
next period, instead of being transferred to Capital. Hence in the 
books of a public Company the P. & L. A/c may be said to be both 
collector ana disposer of profits. The Dividends distributed from it 
may be compared to Partners' Drawings. 

298. The shares of the Share Capital are sometimes divided into sets, such as 

♦* Ordinary," ** Preferred,'' "Deferred'*; and those of 
one set may have advantages over those of another. 
Debentures, But it is only necessary here to notice that what are 

called " Dehentures *' do not belong to Share Capital, 
although usually dealt with in Shares of their own 

kind. They are simply loans to a Company which are, for simple convenience, 

borrowed in the form of equal shares. 

In times of bad trade or of misfortune it may be very difficult, if not impos- 
sible, to carry on business to any advantage. This 
being well known to business men, prudent Directors 
Ge^ieral Beaerve, of a Company take measures accordingly in times of 
prosperity. 

If the a/cs at the end of a year show that a batis- 
factory profit has been made, or more than that, a portion of it is witiiheld from 
distribution as Dividends and transferred to a special a/c called the Q-eneral 
Reserve or the Reserve Fund. In good times additions to this are made 
annually, and the fund accumulates, whilst in bad times it is drawn upon, and 
thus the business of a well established Company is kept flowing on more evenly 
than it otherwise would. 
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299. There are two ways of dealing with the General Reserve. 

Firstly, it may be invested in external <' securities,*' 
such as Government, Kailway, or Bank Stock ; which 
Oe^^aiTB^wve ™*^ ^ ^^^ again readily when required as cash. 

^^^ ' Such investments are assets of the business. 

Secondly, the Reserve may be left in the business and 
be useful in that way, being at hand for any useful purpose or emergency. It 
is then a liability of the Company in its a/cs. It is, of course, on the same footing 
as Capital, of which it may be said to be a detached auxiliary. 

In the second case the separation of the Reserve from P. & L. in the a/cs 
simply prevents, or should prevent, it from being used up as Dividends. 

300. The changes caused by the constitution of a Gompan3r's 
Capital such as the one we have described bring 
Order of the about changes also in the order of the Balance 

Company. Sheet. This order is also affected by the regu- 

lations of an important Act of Parliament 
(1862), which prescribes various particulars which must be shown 
upon the Balance Sheet of a " Limited " Company. 

In the remaining exercises of this chapter we shall find means of 
practising an order which is substantially that indicated by Act of 
Parliament. 

In the scheme already given in this chapter letters a, b, c, &c., will 
be found on the two margins. These indicate the order we have 
referred to, and it will be illustrated in the solution given of the 
next exercise. 

But the student must specially add to the indications given by the 
letters a place for the P. & L. balances. This must occupy the 
lowest place in the Liability column, ^hich we have hitherto assigned 
to Capital. 

Prom this statement the student will perceive how to sketch a 
brief order of procedure for himself for use hereafter. 

. 301. Exercise ixiii. 

FROM SOCIETY OF ARTS* ADVANCED PAPER, 1904. 

Messrs. Blank, Sons, & Co., Joinery Manufacturers, register themselves as a 
Limited Co. (under the Companies Acts), on January 1, 1903, with a Nominal 
Capital of £60,000 divided into 60,000 Shares of £1 each ; and issue 50,000 Shares, 
which are fully suhscrihed and paid. Stock is taken on Dec. 31, 1903, at a 
value of £12,826, and the Books halanced and closed. After makiog the follow- 
ing Adjustments, prepare a Trading Account, Profit and Loss Account, and 
Balance Sheet from the Trial Balance set out helow. 

Adjustments. 

1. Depreciation od Machinery and Plant at 10 %. 

2. Provision for Bad and Douhtful Debts at 5 %. 

3. £60 of the Fire Insuranoe Premium to be carried forward to next year. 
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Trial Balakob. 

( Which u not to be copied.) 

December 3 i, 1903. 

£ 

Freehold Land and Buildin^R 1 2100 

Sundry Debtors 26420 

Provision for Bad and Doubtful Debts A/c 

Capital A/c 

Stock on Jan. 1, 1903 16420 

Cash at Bankers 3106 

Sales A/c 

Wages A/c 14214 

Salaries A/c 920 

Fire Insurance A/c 126 

Trade Expenses A/c 1340 

Bad Debts A/c (written off) 125 

Machinery and Plant 20400 

Sundry CSreditors 

Eeserve A/c 

Cashinhand 90 

Purchases A/c 24800 

Carriage A/c 4900 

Rates and Taxes A/c 140 

Directors' Fees 600 



500 
60000 



62100 



11000 
2000 



125600 125600 



302. Solution for Comparison with that of the Student. 
From JOURNAL. 





Debits. 


Credits. 






£ 


£ 


1903. 


Adjustments. 






Dec. 31 


Depreciation Dr. 


2040 






To Machinery and Plant 




2040 


jf tf 


Profit and Loss Dr. 


821 






To Bad and Doubtful Debts 




821 




(Being 57o on Sundry Drs. less existing 








Provision.) 






» 


P. & Loss Dr. 


76 






To Insurance 




1 76 




(Leaving a Cr. balance of £50 down to 








Jan. 1, '04.) 


1 


i 



Note. — Further Journalizing not necessary ; bat it must be remembered that 
Depreciation is transferred to P. & L. in the ordinary course. 
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Dr. 


Trading 


Accoi 


JNT. 




Cr. 


1903. 




£ 


1903. 






£ 


Jan. I 


To St ock Balance b/d 


16420 


Dec. 31 


By Sales 




62100 


Dec. 31 


„ Parchases 


24800 


ff t) 


„ Stock 


... c/d 


12826 


t* M 


„ Wages 


14214 






/ 


1 


»> »» 


„ CSarriage 


4900 






/ 




»» >> 


„ P. & L. Gain ... 


14692 






/ 






74926 


74926 



Dr. 



Profit 



AMD Loss. 



Cr. 



1903. 
Dec. 31 



To 



Salaries 

Insurance 

Trade Expenses 

Bad Debts 

Rates and Taxes 
Directors' Fees... 
Bad and D. Debts 
Depreciation ... 
BalEuice in hand 





1903. 


920 


Dec. 31 


76 




1340 




126 




140 




600 




821 




2040 




8630 




14692 



By Trading A/c 



£ 
M592 



14692 



Balance 



SUBBT. 



Dec. 31, 19U3. 



Liabilities. 



Capital 

Creditors 

Reserve 

P. & L. Balance 




£ 

60000 

11000 

2000 

8630 



71630 



Assets. 



Land and Buildings 
Stock 

Machinery and Plant 
Less 

Debtors 

Less Res. for B. 
D. D. ... 

Cash at Office ... 
,, ,, Bank ... 



Insurance in advance. . . 



20400 
2040 



26420 
1321 



90 
3105 



£ 
12100 
12826 



18360 



26099 



3196 
60 

71630 
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803. Obserrations seem called for on the following points : — 

(l) The balance of £50 Insurance does not need the 

aid of an outs lan din i^ a/c, although it is sometimes 

Exef^Ue assigned to it. It is by no means outstanding in 

reality. An outstanding a/c is one which has not 

been met at the usual time ; but in such a case as 

this the a/c is more than met. 

(2) The Bad Debts A/c is, of course, always ** written off '* ; and the phrase 
ii used here merely to distinguish it from the provision for B. and D. Debts. 
The adjustment in the solution is by the method of referring both these a/cs 
direct to P. & L. 

304. In the next exercise an important variation occurs by which it is left 
to the student to separate the Debit and Credit Balances 

Separation of ^'^r^'* . ^ ., , .. , ^.. , ,^ , 

Balances into Debitg It need hardly be said at this stage that we recom- 
and Credits, mend the student to place his main reliance in this 

kind of work on his knowledge of principles of facts 
and not on arbitrary rules. He should, for example, on the present occasion, 
study carefully the function of any a/c the placing of which amongst the Drs. 
and Grs. gives him any trouble. But a test of the accuracy of his judgment is 
advisable all the same in the case of any student whose experience is not con- 
siderable. The following plan may be found useful : — 

A rapid scrutiny will show whether the Drs. or the Crs. are the fewest in 
number. Take these out to the right of the paper in pencil and add them up in 
a column by themselves. Then add the whole column. The sum of the whole 
column should come out ttciee that of the former. If it does not, of course the 
selection must be revised. 

The student will find at the end of the Journal given after tjie exercise the 
numbers of the a/cs which are credits ; but he is strongly advised not to examine 
these until he has made either a successful trial or several unsuccessful ones. 

306. Exercise ixvi. 

FROM SOCIETY OF ARTS* ADVANCED PAPER, 1906. 

The North London Elngineering Company, Limited, was registered on 
January 1, 1903, with a nominal capital of £100,000, in Ordinary Shares of 
£1 each. It had power to issue £15,000 Mortgage Debentures of £100 each, 
bearing interest at 4 per cent, per annum. It took over on that date an existing 
engineering business and commenced manufacturing. Stock was taken and the 
books balanced, and accounts prepared annually ; and at the close of 19U4 stock 
was taken and valued at £14,250. The following adjustments were necessary 
before closing the accounts : — 

(a) Depreciation to be written off Plant and Machinery at the rate of 

10 per cent., and off Patents Account at 20 per cent. 

(b) The half-year's Debenture Interest due on December 31 to be passed 

through the books. 
(e) A 5 per cent, provision for Bad and Doubtful Debts to be made. 
Make such adjustments, and prei>are a Trading Account, a Profit and Loss 
Account, and a Balance Sheet from the following balances (December 31, 1904), 
after carrying £1,500 Profit to the Reserve Account : — 
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2. 
3. 
4. 
6, 

6. 

7. 

8. 

9. 
10. 
11. 
12. 
13. 
U. 
16 
16. 
17. 
18, 
19. 
20. 
21. 
22. 
23, 
24. 
25. 
26, 
27. 
28. 



Lbuoeu Balances (December 31, 1904). 
{Not to be copied,) 

Share Capital A/c (60,000 shares of £1 each issaed 

and lOs. per share culled up) 

Unpaid Calls A/c 

Patents A/c 

Cash in hand 

Sundry Creditors ;. 

Sundry Debtors ..r. 

Reserve A/o 

Machinery and Plant A/c 

Mortgage Debenture A/c 

Freehold Buildings A/o (January 1, 1904) 

Stock A/c (January 1, 1904) 

Manufacturing Wages 

Salaries A/c .. 

Carriage A/c 

Rates, Taxes, and Insurance A/c 

Sales A/c 

Trade Expenses A/o 

Repairs A/c 

Rents Receivable A/c 

Purchases A/c 

Unpaid Dividends A/c .. 

Mortgage Debenture Interest A/c 

Provision for Auditors' Fees 

Bad Debts A/o 

Interest Payable and Bank Charges 

Additions to Buildings during the year 

Holdfast Bank, Limited (Overdraft) 

Bad Debt Reserve A/c, January 1, 1904 



£ 

30,000 

300 

900 

320 

4,095 

7,240 

8,500 

12,480 

9,000 

24,000 

17,200 

22,100 

2,400 

560 

252 

121,580 

721 

240 

374 

84,604 

58 

180 

75 

678 

138 

3,840 

4,200 

321 



JVo^^.^The numbers attached to the A/cs above were not in the original paper. 



306. Partial Solution, 



JOURNAL. 







! ^ 


£ 




Adjustments. 




Dec. 31 


Depreciation A/c Dr. 


; 1428 






To Plant and Machinery 




1248 




„ Patents 




180 


,} )) 


Debenture Interest Dr. 


180 






To Outstanding A/c 




180 


it 9t 


P. & L. A/c Dr. 


1541 






To B. & D. Debts Provision 




41 




„ Gen. Reserve 




1500 



The numbers of the Credit Balances are 1, 6, 7, 9, 16, 19, 21, 27, 28. 
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307. Test of Student*8 work. 

Balance Sheet. 
(With AdjuBtments.) 



LlABILITIlS. 



Share Capital 

Galls ifopaid 

Mortgage Debentures. . . 
TJDpaid Div idends 

Creditors in A/c 

Holdfast Bank 

Outstanding Interest 

(Deb.) 

General Reserve 

Profit available 




AssfcTS. 



Freehold Buildings .. 
Additions 

Stock Balance 

Machinery and Plant... 
Less Depreciation ... 

Patents 

Less Depreciation ... 

Debtors in A/c 

Less B. & D. D. Rep. 

C*i8h 



£ 

24000 

3840 



12480 
1248 



900 
180 



7240 
362 



27840 
14250 



11232 
720 



6878 
320 



61240 



Notes on Ihe 
Exercise, 



308. Observe (1) the Debenture Interest due is also unpaid, or it would be 
already posted. It is therefore posted as due to an 
Outfetanding A/c. (2) As P. & L. A/c is still to pre- 
pare, the ** Provision for Auditors' Fees** cannot have 
been creditt d thereto, as is usual. The simplest alter- 
native is to take it as a Service A/c debited to a personal 
Auditors' A/c, the latter being then assumed to be among the "Sundry 
Creditors." The teim ** Provision** will then be an indication that the service 
is yet to perform or is in process of performance. (3) Nos. 2 and 21 may be 
taken as debts due respectively to and by the Company. 



309. Exercise Ixv. 

FROM LONDON CHAMBER OF COMMERCE, Senior, 1905. 

Set out below are the Ledger Balances as on Dec. 31, 1904, of The Sylhet Tea 
Plantations, Ltd. The nominal Capital of the Company consists of 20,000 
Ordinary Shares of £10 each. 

There was no Stock on hand on January 1, 1904, but at the close of the year 
(December 31, 1904) the Tea unsold was valued at £3,854. 

The Ledger Balances were as follows : — 

LEDGER BALANCES. £ 

Share Capital A/c (issued 16,200 shares £10 each, 

fully paid) 162000 

Reserve A/c 5000 

Sundry Creditors 8851 
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£ 

BillsPayable 8010 

Plantations A/o (Land in 8ylhet and Buildings 

thereon 181000 

Bank Overdraft 1870 

Sundry Debtprs 8400 

Machinery and Plant A/c 3700 

Profit and Loss A/c (undistributed Balance as on 

Jan. 1,1904) 10500 

Dmdeud paid on June 30, 1904 8100 

Wages (Europeans) 4400 

Wages (Natives) 9527 

Crop Expenses A/c 3200 

Manufacturing Expenses A/c 2480 

Boxes Purchased (the whole to be written off during 

theyear) 672 

RentandTaxes 643 

Machinery Repairs 423 

General Charges 331 

Hospital Expenses 1565 

Marine Insurance 248 

Fire Insurance 120 

Ijaw Charges 32 

Directors' Fees 350 

London Office A/c (Salaries and Expenses) 1021 

Auditor's Fee 52 

Freight Charges 2035 

Managers' Commission 1030 

Tea Sales 37860 

Calcutta Agency Expenses 1745 

Transfer Fees Received 6 

Cash in hand 122 

Before closing the books the following adjustments are necessary : — 
(i.) Make a Provision of 5 % for Bad and Doubtful Debts, 
(ii.) Provide for Depreciation on Machinery and Plant at the rate of 10 %. 

Prepare a Profit and Loss A/c for the year ended December 31, 1904. Carry 
£ZfOOO to the Reserve A/c, and prepare a Bi^lance Sheet. 
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BOOK-KEEPING. 



Balance Sheet. 

(Adjusted.) 



Liabilities. 



Assets. 



Share Capital 

Bills Payable 

Sundry Creditors 
Bank (overdraft) 

Reserve 

Plus (newly carried) 

Profit and L088 

Less Div. of June 30 



5000 
3000 



18656 
8100 



£ 
16i000 
8010 
8851 
1870 



8000 
10555 



Plantations A/c 

Tea on hand 

Machinery and Plaut. . 
Less Depreciation .. 

Sundry Debtors... 
Less B. and D. Res, 

Cash on hand . . . 



£ 
184000 
3854 



199286 




311. As a Trading A/c is not asked for, it may be put very briefly if pre- 

pared at all. The two ** Wages** may either be taken 

as formality or the Europeans may be assumed to be 
Notes on BxereUe, <* salaried.** ** Boxes** will require no special writing 

off. It will suffice to transfer the whole debit to P. & L. 

Transfer Fees will be Office Charges inwards. As to 
Auditor's Fee see (2) in Art. 308. It would be well to combine the Trading 
and P. and L. A/es into one A/c under the latter heading. An example of this 
procedure will occur in the next exercise. 

312. Exercise Ixvi. 

FROM LANCASHIRE AND CHESHIRE INSTITUTES. 
Advanced C^rade, 1904. 

On Slst December, 1903, the Trial Balance of John Stephens & Company, 
Limited, stood as follows. Prepare a Profit and Loss Account and Balance 
Sheet, after making necessary adjustments. 

The Company was registered on 1 5th December, 1 902, and commenced trading 
on 1st January, 1903. The Capital of the Company is £80,000, divided into 
30,000 £5% Cumulative Preference Shares of £l each and 50,000 Ordinary 
Shares of £1 each. The whole of the Preference Shares and 40,000 of the 
Ordinary Shares have been issued. The Preference Shares are fully paid, and 
15«. per share has been called up on the Ordinary Shares. The dividends upon 
the Preference Shares are payable Ist April and Ist October. 

£ 8, d. £ s. d. 

Mortgages at £4 % per annum 10000 

Sundry Debtors 9507 3 9 

Patent Rights, 2 years expired 3000 

Royalties 294 8 11 

Interim Dividend Paid on Preference 

Shares, less Tax, 1st October ... 1073 8 9 
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£ s. d, £ s. d. 

Sundry Creditors 7194 9 

Chief Rents 12 4 8 

Rents of Cottages 102 9 6 

Land and Buildings 17600 

Plant and Machinery 28896 14 

Office Furniture 412 10 

Goodwill 10526 5 4 

Cash in hand 78 4 6 

Bank 4493 2 8 

Interest 408 

Interest on Mortgages to June 30th, 

less Tax 190 16 8 

Directors' Fees 350 

Management and Office Salaries 1 530 

Transfer Fees 1 12 6 

Wages 20921 11 8 

Formation Expenses 2397 18 2 

Calls in Arrear 50 

Suspense 1316 12 9 

Sales 84326 10 1 

Cottages 2000 

Trade Expenses 6772 6 2 

Purchases 49793 4 10 

The Stock at 31st Decemher was £3,197. 16«. 

Write, 2J% off Land and Buildings, 6% oflF M^ichinery and PLant, 10% off 
Goodwill, 25 % off Formation Expenses, and 7 J % off Office Furniture. 



313. For compai'ison after solution by student. 



Dr. 


Profit 




AND Loss. 




Cr. 




& 


s. 


d. 




JB 


s. 


d. 


To Purchases 


49793 


4 


10 


By Sales 


84326 


10 


1 


„ Wages 


20921 


11 


8 


„ Rents R'ble 


102 


9 


6 


„ Trade Expenses... 


6772 


6 


2 


,, Transfer Fees ... 


1 


12 


6 


,, Royalties 


294 


8 


11 


„ Stock 


3197 


16 





,, Interest 


408 








/ 








„ „ onMortgage 
„ Directors' Fees ... 


190 
350 


16 



8 



/ 








„ Salaries 


1530 








/ 








,, Suspense 

,, Interim Div. on 


1316 


12 


9 


/ 


' 






Pref. 


1073 


8 


9 


/ 








„ Chiefs 


12 


4 


8 


/ 








„ Depreciation 

,, Provision for Mort- 


4106 


16 


10 


/ 








gage Int. 
,, Prov. for Pref. Div. 


190 
357 


16 


8 
3 


/ 


i 






,, Balance 


310 


3 


11 


/ 










87628 


8 


1 


87628 


8 


1 
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314. Note in regard to the given balances that (1) Patent Bights extend to 

fourteen years ; hence the £3000 should be extinguiflhed 

by twelve yearly provisions of £260 each. (2) Boyalties 

Notes on Exercise. will be payments for privileges, probably in regard to 

other Patents. (3) Tax may be calculated from this 

amount to be \\d. in the £ on the £1125 due. 

(4) Mortgage Interest for six months, and Pref. Dividend for three months, 

must be provided for. 

As the Profit and Loss for this exercise is inclusive of the Trading A/c, it 
has been given for comparison with the student's solution. In the present case 
it has no opening entry of Stock in hand. 

Further practice with a Profit and Loss A/c of the same character may be had 
by adopting it for the exercises of Cftiapter XXVT. 



CHAPTER XXIX. 



BILL BOOKS. EEEORS OF CALCULATION AND OF 

ENTEY. 

315. We have dealt with C/B, I/B, and D/B. There remain two 

** Bill Books *' which complete the series of such 

«.,.«, as are now considered to belong to the elements 

Bill Boohs, i! J.U I.' i 

ot the subject. 

A Bill Book gives a series of particulars of 
the individual Bills which pass through the A/cs, by means of a 
columnar or tabular arrangement; which explains itself on in- 
spection. 

There may be separate books for Bills Eeceivable and Bills Payable, 
or separate parts of one book may suffice for both. 

The student will soon see the nature and use of a Bill Book of 
each kind by comparing the P. N. on page 26, or the Bill on page 74, 
with the two following sets of headings successively : — 



Digitized by 



Google 



BILL BOOKB. BBBOBS OF OALOULATIOK AND OF BNTEY. 246 
BILL RECEIVABLE BOOK. 



No. 



When 
Received. 



To 
whom made, 
or Drawer. 



Maker, 
or Drawee. 



When 
Payable. 



Date. 



Amount. 



L.F. 



How 
dealt 
with. 



BILL PAYABLE BOOK. 




Date. 




Amount. 



L.F. 



How 
Paid. 



But the foregoing sets of headings must be taken as mere approxi- 
mations to such as are in common use. 



Mule of Sim,ple 
Transfere n ee* 



316. The transference of an amount from one A/c to the same side of another 
is common, and the rule of performing it may usefully 
be learnt by some students in the following form for 
present use : — 

To transfer from A/c -4 to A/c B, 

(1) a debit amount : Debit £ to A\ with two postings 

(2) a credit amount: Debit A to £ j as usual. 



317. 



J>Ueovery of Errors 
in Cafeutat^ 



vttion. 



Errors of calculation which lead to failure at T/B are, of 

course, various. But it is remarkable how often 

the following simple considerations give aid : — 

1. After ^ding up T/B again, if sums not 

equal, take difference between them, and then 

look for its amount among the items of the Journal. C/B, &c. K an 

item equal to it be found, it has probably been only once posted. 

2. If that fails, halve the same difference and again look. If 
found, the item will probably have been posted on the wrong side on 
one of its A/cs. 

If the above fail, try the various totals of the A/cs ; and it may be 
necessary to completely revise. 

318. 



Errors of Entry have considerable variety. If one occurs 

in a book of original entry or "posting 

Buiing out some- medium,'' and has not yet reached the Ledger 

times BermisHbie, or a branch of it, correction may often be made 

by simply ruling out in such a way as to hide 

nothing, and then writing the correction above. 
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But ruling out is often denied us, and we are required to 

rectify wrong entries by means of other entries, 

Beetifying hy New which are equally wrong with the former, but 

Entries* finish by leaving final balances right in the A/cs 

concerned. 

It is possible enough to occupy much space with arbitrary rules 

which apply to a number of special cases ; but it is better to show, 

by a few simple examples, how we may reason out the solution of 

each case as a little problem. 

319. Suppose we have a Journal entry in which {!) the amount is wrongly 

stated. If it be too little by £Xf the same entry repeated 

with £x for the amount will evidently set tiie matter 
A few Problems. right. In this case neither entry need then be considered 

wrong. If it be too much by JBa?, the case is less simple. 

We have to subtract, and subtracting for us means 
adding to the other side. This will require each A/c in the ent^ to change its 
place. "We have then this time to reverse the order of the entry with £x. 

(2) One a/c is given in place of another. Suppose £)X gone to A/c B instead of 
A/c A. Now A still wants the &Xy and B has &x too much on the same side. 
So we have to transfer the £>x from B to the same side of A in the usual 
manner. 

(3) The wrong side of each of the acjs has been assigned £x, that is, the entry has 
been put the wrong way about. To reverse it will only bring matters as at 
first. But to reverse it with double amounts will go beyond that to the right 
extent. The student should think this out. 

(4) The amount intended for a group has gone to one of them. That one must 
give up by conmion transfer to each of the others what it was meant to have. 

320. If we have posted in the Ledger wrongly, but in accordance with the 

Journal, the correction of one will correct the other 

also. 
Simp^^ca^ with Again, if the posting has been direct without 

journalizing, correction is as before, but should be 

made through the Journal. If Journal be right and 
posting wrong, we may correct the latter as before, supposing we are not 
required to bring the two books themselves into accord. 

321. To correct so as to leave the two books in proper agreement, the 

following course is usually suggested. Firstik, jour- 
nalize backward from the wrong posting. This may 
Correct *^ow^nal, ^^ ^^ ^ reconcile the books, but still gives us in- 
with wrong Posting. ^^^^^ ^^^^^ g.^^^^ ^^^^^ ^.^ ^^^^^^ ^^ ^ 

should be entered and posted. We are then free to 
merely post the original Journal entry. 

These proceedings will evidently affect the totals of the a/cs, but will leave 
the balance of each correct. They should be passed through the Journal for 
ready narration of the circumstances under which they arise. 
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CHAPTER XXX. 



SUPPLEMENTAEY EXPLANATIONS OF ABBBEVIATIONS 
AND USEFUL TEEMS. 

322. Some abbreviations have been conspicuous in previous pages. A few 
more seem worthy of present attention, and of these a small number will receive 
further attention in this chapter : — A/S, Account Sales ; B/E, Bill of Exchange ; 
B/L, Bill of Lading ; B.P.B., Bank Post Bill ; B/S, Bill of Sale ; D.E., Double 
Entry; C.I.F., Cost, Insurance, and Freight: O.O.D., Cash on Delivery; 
E.E., Errors excepted; B. and O.E., Errors and Omissions excepted; F.O.B., 
Free on Board: F.O.R., Free on Rail; I O U, I owe you; L.P., Ledger 
Folio; P.O., Postal Order; P.O.O., Post Office Order; Amt., Amount; 
Bt., Bought; Chq., Cheque; Dft., Draft; d/d, days after date; d/s, days 
after sight; m/d, months after date; m/s, months after sight; Per pro., Per 
procurationem, (signing) as legal proxy; inst., present month; ult., last 
month; prox., next month. 

An A/O, or Ajc Current ^ is an a/c kept open for any person in a firm's Ledger 
or at a Bank, statements (or copies) of it are furnished to him periodically. 

In F.O.B. and P.O.R. "free** means free from expense to buyer. 

In C.F.I, or C.I.F. a price is indicated which frees the buyer from Insurance 
and charges for Freight. 

323. A Bill drawn for djs or mis, &c., has its period computed from the date 
on which it is accepted. On that date it is said to be sighted. 

An Aecotnmodation Bill (or ** Kite'*) is not really for value received, but is an 
arrangement between drawer and drawee for obtaining a loan on their personal 
security horn, the Bank. 

A Letter of Credit is a sort of Bill drawn for a short term by a banker on 
another banker in another country for the convenience of travellers. A 
traveller is thereby enabled to carry less money about with him. 

A Bank Post Bill is a Bill issued by the Bank of England for cash paid down. 
It is payable at seven days at the Bank of England or any branch, and is thus 
convenient for sending by post. 

The Bank Rate is the rate at which the Bank of England discounts Bills. 
From time to time it is raised by the directors if money is becoming scarcer ; 
and vice versa, 

A Cheque crossed with ** & Co." merely is said to have a general crossing. For 
a special crossing a banker's name is added. 
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324. A Bill of lading acknowledges receipt of goods hj captain of vessel, 
and is given up at port of arrival to verify that they are correctly delivered. 

325. A IliU of Sale transfers the ownership of goods from one party to 
another in ease certain conditions are not f olfilled. It mnst he registered. 

326. Commission is remuneration paid for selling or producing on hehalf of 
some employer. It is reckoned on the value sold or produced at some rate, which 
is usually a percentage. 

A Del Crtdere Commission is usually at a higher rate than an ordinary one, 
and is charged hy an agent who guarantees payment for goods sold hy him. 

827. A Private Ledger is a section of the a/cs of an ordinary Ledger which 
are kept in a special hook in charge of the principals or confidential officials of 
the finn. The a/cs may differ in range, hut will include Capital A/cs and 
P. & L. and prohahly Goods, which are mainly summaries. Other a/cs are 
prohahly in sections helonging to departments. Their transfers and postings 
to a/cs in the Private Ledger go to a general and inclusive ** Private Ledger 
A/c.** From this they are transferred to a ** General Ledger A/c" opened in 
the Private Ledger, and from this posted to other appropriate a/cs in the same. 

The management of a Private Ledger would present no special difficulty 
after the general principles of Book-keeping have heen acquired. 

328. A Sinking Fund is formed hy means of periodical and usually equal 
reserves from P. & L. A/c. It differs from a General Reserve in having a 
definite ohject in view. This is usually to liquidate at some known future date 
a special liability, such as a loan on Mortgage, Debenture Bonds, &c. 

329. A Suspense Account may be said to include ordinary Outstanding A/cs. 
The latter, however, are usually taken to be for brief periods, whereas there are 
certain expenditures which, on ordinary occasions, are provided for in the 
Service A/cs for the period, but which may, through special circumstances on 
particular occasions, be considered suitable for spreading over two or more 
periods. These woiild then be assigned to Suspense A/cs. ^ The same course 
might be taken with expenditures about which some decision is yet to be 
arrived at as regards their disposal. 

330. A Trade Discount denotes an allowance of a certain percentage from 
*'li8t prices,'' or prices as stated in the price list of a wholesale firm. It is 
intended for the advantage of other traders and not for the general public. In 
the books the real price, after deduction of Trade Discount, is what we enter, 
and is that on which Discount for early payment is reckoned. 
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PAPEES POE EEVISION OF TEXT. 

(7. on Chapter J., II. on Chapter II. f and so on.) 

I. — 1. Show that a complete trading operation inyolves two transactions at 
least. 2. Distinguish Cash Trading from Credit Trading. 3. Explain the 
nature of a ** Waste Book." 

II. — 1. State the two aspects of a transaction. 2. What sort of items occur 
in the Cash A/c ? 3. In the Bank A/c P 4. Define Book-keeping hy Double 
Entry. 

III. — 1. State the general purpose of a Journal. 2. Explain the force of 
** Debtor*' and "Creditor" as used in Book-keeping. 3. Define Personal A/c 
and Real A/c. 4. Define the process of journalizing, and state its ** Funda- 
mental Rule." 5. Explain ** debits" and "credits." 5. Also *' debiting an 
a/c." 7. State the verbal part of the journalizing for a cash «a^. 8. For a 
cash purchase. 

IV. — 1. Compare payments for services with those for goods. 2. What are 
Service A/cs said to receive? 3. What sort of items would you assign to a 
Trade Charges A/c? 4. Why is an account set up for Petty Cash? 6. Give 
other names in use for Service A/cs. 6. What are Impersonal A/cs P 

V. — 1. Define *' discount " on a cash payment. 2. Give reasons for treating 
such an allowance as a service payment. 3. Assign an account to take charge 
of such allowances, and state a definite rule for guidance in dealing with them. 

4. Distinguish two kinds of service payments from each other. 5. Show how a 
double payment may arise. 6. What account may take general charge of 
service payments ? 7. What is meant by " compounding with creditors," and by 
*' composition " P 8. What view do we take of losses which arise when compound- 
ing occurs P 9. Describe the nature of the calculations which may be needed on 
such occasions. 10. What is the procedure which constitutes liquidation? 
What is the dividend in li(}uidations P 11. Give a reason for not correcting 
Goods A/c directly when a price obtained is more or less lost. State the Joumid 
entry for a dead loss when written off. 12. State when Journal entries may be 
classified. 

VI. — 1. Name two kinds of ** bills" used as means of payment. 2. Give a 
sample from memory of a promissory note. 3. Name the firm to whom it will 
be a bill receivable, and that to which it will be a bill payable. Explain 
"maturity," ** honouring" and "dishonouring" a bill. 4. When we receive 
payment at maturity for a bill receivable, what journalizing will occur? 

5. Compare bills, when used as paper currency, with bank notes. 6. When is 

s 
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discount charged on a bill P 7. What journalizing 10 required when a bill is 
discounted for us F 8. Explain the jounudizing when we give a bill payable 
and when we honour it. 

Yll. — 1. State the nature of the leading items which form the Assets of 
a firm, and also those which form LiabUities. 2. What is Net Capital? 
What is a distributed statement of Capital P 3. What function is assigned to 
Capital A/c at opening of the books P 4. State the rule for journalizing openings 
entries. 6. What is meant by *• overdrawing " and " overdraft " at tie Bank ? 

6. What is the usual phrase for Stock balance P To what Ledger A/c do wa 
assign it in this book P What does that a/c receive P 

VIII. — 1. How may a Ledger A/c be said to take charge of its items? 
2. What is meant by *' posting" P Distinguish the two verbal columns of a 
Journal. 3. What is meant by *' sundries '' P When is the term employed F 

4. Why would such a reading as <* Sundries Dr. to Goods " be absurd P 

5. Describe the general arrangment of the items of a Ledger A/c. 6. State the 
method of posting from the Journal which disposes of its items consecutively. 

7. State the method which disposes of the Ledger A/cs consecutively. 8. When, 
and on what ground, would you prefer the latter P 9. State some points requiring 
attention in ruling paper. 

IX. — 1. What does a Trial Balance consist of, and on what condition 
does it form a Fatisfactory testP 2. Show that the term <* balance" has a 
dual application in Book-keeping. Define balance of account, 3. Explain the 
difference between Balance of Goods and Balance of Goods A/c. 4. Where may 
the ordinary balances of Ledger A/cs be conveniently calculated and noted? 
5. State the three balances which cannot be taken from Trial Balance. 6. What 
reversing process do we now enter upon P 

X. — 1. Where shall we find present Assets and Liabilities P Into what 
account must they now go P State the rule of journalizing which now applies. 
2. What balances are collected by Profit rnd Loss Ac/s P Give rule for Journal- 
izing. 3. Which are the *' Summary A/cs'*P 4. What transfers of balances 
are effected in the second Journalizing and Posting P 5. Where are these new 
Journal entries madeP 6. Why are the new postings called *' Closing" or 
" Finishing Entries " of the ordinary accounts P 

XI. — 1. State the nature of the information gained by balancing the Profit 
and Loss A/c. 2. Also by balancing the Balances A/c. 3. Give a rule for 
journalizing the balances of the two a/cs just mentioned. 4. Show why we 
may expect Capital A/c to close itself. 5. What is the nature of each of the 
three summaries which are to be found in a closed Capital A/oP 6. What 
is the last process requiring attention P 

XII. — 1. By what means may we obtain a statement of value and distribation 
of Capital from the books P 2. What headings are introduced into this state- 
ment P 3. What advantage belongs to it as regpards the books P 4. What 
differences should appear when comparing a Balances A/c with a Balance Sheet P 
5. Which of these differences is sometimes not found P 6. What position should 
be assigned to the Balance Sheet in regard to the usual books P 7. GKve 
leading points to be attended to in drawing up a Balance Sheet. 8. Compare 
briefly a Revenue Sheet with the Profit and Loss A/c. 
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XIII. — 1. Repeat the rules for First, Second, and Third Journalizing. 
2. State, in order, the directions for First Cyclic Procedure numbered I., II., 
&c., to X. 3. Give the results of the Procedure which indicate respectively 
Solvency, Insolvency, Loss, Gkiin on Balance Sheet and in Profit and Loss A/c. 

XIV.— 1. Compare the draft of an Inland Bill of Exchange with a Promissory 
Note, as regards the positions in which the names of the two firms appear. 
2, The amount occurs twice — iu figures and in words ; state the respective 
positions of these two modes of writing. 3. Which firm is drawer of the bill? 
Which the drawee? 4. How is thu draft of the bill converted into an Accept- 
ance? 5. Whnt is necessary to convert an Inland Bill into a Foreign Bill of 
Exchange? 6. Describe the nature of a Cheque, of a ** Bearer" Cheque, 
"Order" Cheque, "Crossed" Cheque, "Not Negotiable" Cheque. 

XV.— 1. Give the proof of "the books" for the Second Cyclic Method. 
2. State the rule for re-opening. 3. State the general procedure in order for 
the same method. 

XVI. — 1. State the essential feature of Continuous Methods. 2. If ** trans- 
ference" of balances to Balance ^heet be mentioned, what will be its real 
meaning ? 3. What is usually included in Closing the Ledger ? 

XVII. — 1. Describe an imaginary operation in which carrying a balance 
down may be effected. 2. Interpret a debit balance of Capital A/c, and also a 
credit balance. 3. State and account for the ** Proof of the Books" which 
applies to Continuous Method. 4. Explain the difference between "Fixed" 
and "Floating" Capital. 5. What is meant by "Depreciation"? 6. What 
are Gross Gain and Gross Loss ? 

XVIII. — If balances given for opening the books include none for Capital, 
what step is needed to begin with ? 

XIX. — 1. Give the orders of posting on the two sides for a Consignment 
Outward, of which the proceeds arrive promptly. 2. Give sketch of procedure 
for Consignment Inwards. 3. Draft a brief specimen of an Account Sules. 

XX. — 1. Mention some items which might occur in a Partners' Current A/c. 
2. If items were mainly withdrawals of Capital, what name might be given to 
the A/c? 

XXI.— 1. In what respect does a dependent C/B differ from an independent 
one ? 2. What postings in a C/B are ticked off, and why ? 3. For what 
reason is it useful to include Discount columns in a C/B ? 

XXIL — For what a/cs may a subsidiary C/B be considered a Journal ? 

XXIII. — 1. What oth<r names are in use for an Invoice Book? 2. For a 
Day Book ? 3. If by arrangement we cancel a B/R, give the probable course 
in the Ledger. 4. Similarly for cancellation of a B/P. 5. If rent be left 
unpaid, what change occurs as regards the landlord ? 6. State an Outline 
Procedure for continuous treatment of the a/cs. 

XXIV. — Explain what is meant by the Imprest System. 
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XXY. — ^Exerciae at end of chapter is suitable for revision. 

XXVI. — Give a general statement of the nature of a Trading A/c. 

XXVII. — 1. Explain the nature of a Provision for Bad Debts 2. Discounts 
on Drs. in A/c. 3. State the functions of Provisions and Reserves. 

XXVIII. — 1. Sketch the general constitution of a Joint Stock Company, 
Limited, and the nature of its Capital. 2. What are the Dividends of a 
Company ? 3. How does Capital in such a Company differ from Capital of a 
private Firm? 4. What are Debentures? 6. State the nature of a General 
Keserve, and two ways of dealing with it. 

XXIX. — Give a sketch of a simple Bill Book of each kind. 
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